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Changes Needed to Strengthen Banking Departments Are More 
Adequate Salaries, Wider Discretionary Powers in Granting 
Charters and Enforcing Regulations, Freeing Office from 
Politics and Granting Power to Act as Receiver for Failed Banks 


HE birth of state banks was coin- 

cident with that of the Nation. It 

was a state bank, the Bank of Penn- 
sylvania, chartered during the Revo- 

lution, that financed the infant government 
and initiated the American system of bank- 
ing. After the expiration of the charter of 
the second United States Bank in 1836, state 
banks constituted the only recognized bank- 
ing system for over a quarter of a century, 
or until the enactment of the National Bank 
Act of 1863. Out of the more or less crude 
and pioneer experiences in state chartered 
banking, there have been evolved two great 
banking systems—the greatest in the world— 
the state system, with 21,263 institutions and 
$34,548,771,000 resources, and the national 
system, with 8074 banks and $23,323,061,000 
resources, both of which are rendering vital 
financial service in their respective fields— 
indispensable in the development of public 
welfare in providing a system of checks 
and balances between state and national con- 
trol that operates in the public interest. 
The idea has been advanced by some that 
eventually all banks should be nationalized; 
and by others that all banks should be state- 
chartered and, through membership in the 
Federal Reserve system combine the ad- 
vantages of both state and national affilia- 
tions. However, the best economic thought 
on banking, and the one most prevalent 
among bankers, is that state and national 
banks working in harmony and cooperation 
successfully supplement each other and most 
ideally meet banking needs and demands 
and operate to the advantage of all. More- 
over, the Federal Reserve System has served 


to bring about an excellent coordination of 
the facilities of the two systems—affording 
us the most sound and scientific banking 
facilities ever devised. The problem is not 
one of converting state banks into national 
banks, nor national banks into state banks, 
but rather in perfecting and developing to 
the highest possible degree of banking ser- 
vice both state and national systems. 


State Bank Supervision 


ANY of the states have developed sys- 

tems of supervision rivalling, if not 
surpassing, in effectiveness national super- 
vision. National banks, of course, are under 
the uniform supervision of the Comptroller 
of the Currency—an important element in 
their strength.and stability. In the banking 
profession, as in the practice of medicine, 
law and teaching, the higher the standards 
of professional ethics, the more necessary it 
becomes to safeguard these standards by 
curbing and restraining the uns¢rupulous, 
who are ever eager selfishly to capitalize 
built-up confidence as a means of pilfering 
the public. 

State bank supervision has all too often 
been subjected to partisan political entangle- 
ments resulting in lax supervision and dan- 
gerous practices. Happily public opinion, 
the final arbiter of public problems, is to- 
day demanding that bank supervision be as 
free from partisan political interference as 
the judiciary itself. 

As state banking laws multiply in number 
and increase in diversity, the question of 
more uniformly efficient supervision becomes 
a live question, challenging the attention of 
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thoughtful bankers. Much thought and 
study has been given this question by the 
State Bank Division of the American Bank- 
ers Association, which in annual meeting, 
by resolution, unanimously urged that steps 
be taken to secure the greatest possible de- 
gree of uniform efficient supervision of 
state banks. The State Bank Division, with 
a membership of over 12,000 state banks, 
is on record urging that the important office 
of bank commissioner be freed from en- 
tangling politics and divorced from all other 
functions of state government; that the 
tenure of office of bank commissioner be 
made more secure and lasting, with suffi- 
cient compensation and discretionary power 
to attract and retain the services of men 
of outstanding executive ability and suc- 
cessful banking experience—moreover, that 
bank examiners be selected from those hav- 
ing requisite qualifications and experience 
for this important work. 

Of course, if all bankers scrupulously 
followed the best known banking proce- 
dure, supervision and regulation would be 
tess important, but the millennium being in 
the future, human weaknesses occasionally 
appear in banking, as in other business and 
professions; hence the need and demand 
for sane, effective, competent supervision and 
regulation. 


“Free Banking’’ Chaos 


F “free banking,” as it is sometimes 
termed, were permitted without check, 
except for technical compliance with statu- 
tory regulations, the tendency would be to- 
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ward the establishment of numerous mush- 
room banks, many of which, in the very 
nature of things, would be managed by in- 
competent, if not dishonest officials, creating 
disastrous competition with resultant failure 
and losses, leading to loss of public confi- 
dence in banks generally and the discour- 
agement of thrift. Such a condition fosters 
an antagonistic, radical attitude toward banks, 
making it easy for the demagogue to pre- 
scribe panaceas and apply such specious nos- 
trums as “State Guaranty of Deposits” and 
other quack remedies. 

The State Bank Division, in carrying out 
the provisions of the resolution, made a 
careful survey of state bank supervision with 
the cooperation of state bank commissioners 
and state bankers in the various states. This 
information, setting forth the high lights of 
successful supervision and administration in 
the various states, and at the same time, in- 
dicating remediable weaknesses, should be 
helpful in formulating what might be termed 
a model code of law dealing with bank su- 
pervision and, at the same time, be helpful in 
developing public opinion for its gradual 
adoption in the several states. 

The reports indicate that state bank su- 
pervisors have a multitude of titles, being 
variously designated in the several states as 
Bank Commissioner, Superintendent of 
Banks, Auditor of Public Accounts, State 
Comptroller, Secretary of Banking, Com- 


missioner of Finance, Secretary of Trade’ 


and Commerce, State Bank Examiner, Chief 
Examiner, etc. 


How Appointed or Elected 


N forty-one states bank commissioners are 

appointed by the governor, usually with 
the advice and consent of the Senate. In 
virtually all cases where appointment is 
made by the governor, the commissioner 
really holds office at the “pleasure of the 
governor,” regardless of designated term 
of appointment. Illinois and Florida make 
their choice at the general election. The 
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following states provide for a banking board 
or commission that selects the bank com- 
missioner: North Carolina, North Dakota, 
Oregon and Virginia. In Tennessee the gov- 
ernor appoints one of five nominated by 
the state bankers association. The South 
Carolina governor also appoints on recom- 
mendation of the executive council of bank- 
ers. Rhode Island provides for election by 
State Senate if nomination by governor is 
unsatisfactory. 

Mississippi has the distinction of provid- 
ing for the selection of the bank commis- 
sioner directly by the bankers. The law 
provides that on the first Monday in De- 
cember, 1923, and every four years there- 
after, the directors of each state bank shall 
select one of their officers or directors as 
delegate to a convention, meeting at the 
state capital on the succeeding Monday for 
the purpose of electing a bank commissioner 
for a term of four years, and determining 
his salary. 


Term of Office 


HE reports indicate various lengths of 

terms—two, three, four, five, six years 
and indefinite terms “at the pleasure of the 
governor.” Seven states name a two-year 
term; five states, a three-year term; 18 states 
a four-year term; Wisconsin provides a five- 
year term, and New Hampshire, six years. 
In considering the length of term of office, 
several recommendations were advanced, 
ranging from four years to life tenure. A 
number advocated a ten-year term, at the 
same time making the commissioner ineligi- 
ble for reappointment. However, the ma- 
jority favored a five-year term, reasoning 
that a long term, or life tenure, tended to- 
ward beauracracy in office, with attendant 
carelessness; while a short term was con- 
demned on the grounds that the bank com- 
missioner would scarcely have time to be- 
come thoroughly conversant with his field 
of work and the duties of his office before 
the expiration of his term of service, and 


J. V. Carpenter, president, Indiana Bankers 
Association 


the banking public would lose the best 
fruits of his experience and wisdom. 

All in all, the consensus of opinion favors 
a five-year term as one long enough to test 
a bank commissioner’s administrative abil- 
ity and long enough to permit his rendering 
useful service to the state through capi- 
talizing his experience in the public inter- 
est. Then, if he were found capable, the 
chances of his reappointment would be 
strong, even if there were partisan changes 
in the political complexion of the state gov- 
ernment, as his term would be longer than 
that of any governor. This plan was advo- 
cated by the Reconstruction Commission of 
New York State, which made a careful, com- 
prehensive study of the subject. 


Wide Range in Salary 


REMARKABLY wide range of salary 
exists, ranging from $3,000 in North 
Dakota and New Hampshire, to $10,000 in 


California, Pennsylvania and New York. 
The general salary is from $3,000 to $5,000, 
most states paying around $4,000; certainly 
inadequate remuneration for a position of 
such heavy responsibility. 

In some states an annual assessment is 
levied on state banks to repay the state for 
the expenses of the banking department. 
This plan renders it easier to persuade leg- 
islatures to provide adequate appropriations 
for bank supervision, and while it seems 
unfair that banks should shoulder this ex- 
pense, since effective supervision is chiefly in 
the public interest, bankers, generally, are 
willing to carry this burden if necessary 
in order to secure the protection afforded 
by adequate, efficient supervision. 


Multiplicity of Duties 
N ten states the department duties are 
wisely limited to problems of bank su- 
pervision. In other states various additional 
duties are prescribed. 
Among the additional official duties im- 
posed, varying from one to a dozen, either 
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as supervisor or board member, are: In- 
surance, Trust Companies, Building and Loan 
Associations, Credit Unions, Investment 
Companies, Irrigation Projects, State Hail 
Insurance, Fire Prevention and Inspection, 
State Guarantee Fund, State Auditor, State 
Pensions Commission, Motor Vehitle Com- 
mission, Blue Sky Laws, Railroad Assess- 
ment Board and various other boards, Bu- 
reau of Industrial Accidents, Custodian of 
Bonds and Securities, Member Reclamation 
Bond Commission, Stock Investment Com- 
panies, State Examiner of all public offices 
and institutions, Loan Brokers, Foreign Ex- 
change Agents, Irrigation and Drainage Se- 
curities, State Depository Board, Auditor of 
all state and county institutions and munici- 
palities, Small Money Lenders, etc., etc. 

The almost unanimous expression of opin- 
ion is that, in each and every state, the 
position of bank commissioner is a task of 
‘such outstanding importance as to demand 
that the bank commissioner devote all his 
time and attention to the problems of bank 
supervision and regulation. 

Twelve states impose no statutory quali- 
fications whatever for bank commissioner, 
A number of states merely require that he 
have one or more of the following qualifica- 
tions: “A resident of the state,” “a tax- 
payer,” “acquainted with accounting princi- 
ples,” “at least thirty years of age,” “quali- 
fied voter,” “a person with considerable 
training, experience, etc.” In many states 
the requirements are only negative, for ex- 
ample—“must not be a stockholder or officer 
of any bank under his jurisdiction,” etc., etc. 
Twenty states require actual banking experi- 
ence varying from one to five years. 

The majority of reports indicate length 
of service ranging from a few months to 
three years, the average service being a frac- 
tion over two years—the mortality being 
very heavy. Only a few long terms of 
service were reported. Rhode Island, 13 


C. E. Treman, president, New York Bankers 
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years; Tennessee, Florida, Colorado and 
South Dakota, each eight years. 


Examiner’s Salary Small 


HE general criticism is that, in the se- 

lection of bank examiners, there is too 
much partisan consideration, and that in 
many states the pay is meager and the term 
too uncertain to attract capable, qualified 
men for this highly important work. Many 
complain of too few examiners. In sev- 
eral states the legislative program contem- 
plates a substantial increase in the number 
of examiners, as present forces are in- 
adequate to do the work. The present ex- 
amining force in a few states is so small 
that some banks are examined only once in 
two or three years. Examiners’ pay ranges 
in the various states from a salary of $1,200 
a year to $5,000, occasionally paid a chief 
examiner, or on a per diem basis of from 
$8 to $20 a day when actually employed, 
together with necessary traveling expenses. 

In the majority of states, examiners are 
paid by the state. In some states the cost 
of examination is assessed to the bank ex- 
amined. In New York State examiners are 
appointed from a list of those passing a 
civil service examination. Candidates 
have had five years’ experience in banking 
as a prerequisite for eligibility. They are 
given a written and an oral examination by 
the Civil Service Commission. Fifty per 
cent of the examination is written, to test 
their ability as accountants and other tech- 
nical qualifications, and 50 per cent is oral 
to determine their general fitness for the 
work—personality, judgment, etc. Usually 
a deputy from the Department of Banking 
is present at these examinations. As vacan- 
cies occur, the state bank commissioner ap- 
points from the three highest on the list. 
The tenure of appointment is indeterminate, 
and they are paid on a per diem basis when 


must. 


C. B. Hibbert, president, Rhode Island Bank- 


ers Association 


actually employed. The cost of examina- 
tion is assessed to the banks, hence banks 
keeping their affairs or books in poor con- 
dition are penalized by extra cost. 

After all the most capable bank commis- 
sioner could not successfully perform his 
duties unless he is able to command the 
services of efficient and honest examiners, 
for they are ears, eyes and hands to him— 
and without their aid and proper reports 
he would be like a blind man threading a 
crowded street. The effectiveness of the 
state banking department and the safety of 
the depositors is so dependent on their work 
that the method of their appointment, their 
fitness for the work, the tenure of office 
and compensation are all highly important. 


Range of Discretionary Pcwers 


ISCRETIONARY power in the matter 

of granting charters runs the entire 
gamut, from absolutely no power to com- 
plete and final authority. In the majority 
of states the bank commissioner is given 
more or less power to approve or deny ap- 
plications for the organization of state banks. 
Clearly this authority should be exercised 
chiefly with a view to supplying each com- 
munity with safe, adequate banking facili- 
ties—but it must be borne in mind _ that 
banking can easily be overdone, resulting 
in disastrous competition. Hence the im- 
portance of carefully weighing all factors 
involved in bank charter applications — the 
character and responsibility of the organizers, 
the needs for banking facilities rather than 
the exploitation of local rivalries and am- 
bitions. 

In the very nature of things no one is 
so well qualified to pass on charter ques- 
tions as the bank commissioner. Several 
states confer upon the bank commissioner 
absolute power to grant or deny bank char- 
ters, with no appeal from his decision, and 
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the results have been so uniformly satis- 
factory as to warrant the conclusion that 
charter power should be vested in the bank 
commissioner. The New York law, for in- 
stance, provides that no bank can be char- 
tered, change its place of business or es- 
tablish branches without the approval of 
the. bank commissioner, whose decision is 
final. 

Bank charters in Delaware and New 
Hampshire are granted by special acts of 
the legislature; in South Carolina by the 
secretary of state; in Virginia application 
must be approved first by the local district 
judge. 

Comments from all states favor grant- 
ing the banking department large, if not 
absolute, jurisdiction in granting bank char- 
ters. 


Liquidating Closed Banks 


HE question of granting the power to 

bank commissioners to liquidate closed 
banks as distinguished from liquidation by 
receivers appointed by court, if no power 
now exists, was raised. In all replies re- 
ceived keen interest was manifested in the 
question of the bank commissioner acting 
as receiver for failed banks. Twenty-eight 
states now confer more or less complete 
authority on the state banking department 
to act as receiver in liquidating failed banks. 
In these states the law usually provides that 
the bank commissioner must file his report 
of bank liquidation with the court for ap- 
proval. In the remaining states the court 
names a receiver, and the bank commis- 
sioner thereafter has no jurisdiction or au- 
thority. The almost unanimous opinion of 
bankers and bank commissioners in those 
states not now conferring such power, was 
to the effect that such power should be con- 
ferred, as it permits the employment of 
experienced bank administrators in winding 
up the affairs of a bank, and that it was 
more expeditious, more economical and al- 
together more satisfactory. 


Henry H. Pease, president, Connecticut 


Bankers Association 


Commissioner Cameron of the State of 
Pennsylvania makes the following illuminat- 
ing comment: “The Pennsylvania law pro- 
vides that the Secretary of Banking may 
take possession of the business and prop- 
erty of any corporation under his super- 
vision, under certain conditions, the sec- 
retary to act as receiver, either directly or 
through a Special Deputy, which the law 
empowers him to appoint. The proper court, 
of course, passes upon the accounts of the 
Secretary of Banking as they are filed. 

“T deem this power vested in the head 
of a banking department to be most impor- 
tant for the welfare of the institutions under 
his supervision, as well as for the deposit- 
ing public. It has worked out satisfactorily 
in Pennsylvania. It is undoubtedly the most 
economical way to administer an estate, the 
expenses under the policies adopted in Penn- 
sylvania being only nominal as compared 
with the exorbitant expenses of receiver- 
ships under the old plan. We have liqui- 
dated under the present plan a bank having 
over $14,000,000 of assets in less than two 
years, and have been able to reorganize and 
reopen a number of institutions taken in 
possession that would have been liquidated, 
undoubtedly, had the ordinary receiver been 
appointed by the court.” 


Elements of Weakness 


OME of the elements of weakness re- 

vealed by the survey are given in the 
following quotations from responses re- 
ceived : 

“Insufficient salary.” 

“Insufficient authority to charge out bad 
paper.” 

“Too much partisan politics in the appoint- 
ment of bank commissioner.” 

“Lack of power of state banking depart- 
ments to liquidate failed banks.” 

“Term of office of bank commissioner too 
brief and tenure of office too insecure.” 

“Lack of discretionary power given bank 
commissioner in granting new charters, etc.” 
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“Lack of statutory power given bank com- 
missioner in dealing with banks not com- 
plying with prescribed regulations.” 

“No power to withhold establishment of 
bank in community where it is not needed.” 

“The banking department is confined to 
a fee basis which is not sufficient to fully 
cover expenses.” 

“Lack of sufficient funds to properly pro- 
vide both clerical and examining depart- 
ments.” 

“Statute makes it necessary to apply to 
court before, and not after, in taking action 
in closing insolvent institutions.” 

“Liability of bank commissioner being 
removed from office at pleasure of appoint- 
ing power.” 

“No authority to enforce laws except by 
arbitrarily closing of institutions.” 

“No provision for bringing action against 
shareholders for their legal liability until 
after the bank has been closed, thus making 
the shareholders’ liability law practically a 
dead letter.” 

“No provision for the employment of 
extra help in the case of an emergency.” 

“No statutory regulations governing pro- 
cedure when one bank takes over another 
bank, or two banks merge.” 

“Too frequent change of bank commis- 
sioner, with attendant change of policy.” 

“No law defining what constitutes prefer- 
ence in a failed institution.” 


Elements of Strength 


OME of the elements of strength, as 


revealed in the following quotations, 
that have contributed toward increasing effi- 
ciency through freeing the office from poli- 
tics, securing permanency of term, ample 
compensation, qualifications, etc. : 

“Office has been freed from partisan poli- 
tics through legislation changing the man- 
ner of appointment of bank commissioner.” 

“Liquidation of failed banks now placed 
in the hands of state bank commissioner.” 

“Number of examiners and their pay 
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have been increased, which has greatly in- 
creased the efficiency of the examining arm 
of the department.” 

Georgia reports the enactment of an en- 
tire new banking code, effective Jan. 1, 1920, 
taken largely from the New York State 
Banking Act, the National Banking Act and 
the Federal Reserve Act, which is working 
out satisfactorily. 

“Associate and assistant examiners ap- 
pointed by the state bank commissioner, thus 
guaranteeing sympathetic administration.” 

“Department has been freed from out- 
side responsibilities, permitting concentra- 
tion on bank supervision problems.” 

“Failed banks liquidated under supervision 
of bank commissioner—no attorneys are 
employed.” 

“During the last few years we have been 
able to eliminate politics from the bank 
supervision department. We are convinced 
that the elimination of politics has been one 
of the greatest aids possible in creating ef- 
fective bank supervision.” 

“Two years ago large discretionary power 
was given the department in dealing with is- 
suance of bank charters and enforcing bank 
regulations, which has greatly strengthened 
the effectiveness of supervision.” 

“Bank commissioner may bring into ef- 
fect and enforce such rules and regulations 
as are necessary, and the commissioner is 
provided with an attorney for his depart- 
ment with like jurisdiction and authority 
as the attorney-general of the state.” 

“Oregon has prepared a new banking code 
‘designed to cover every weakness and loop 
hole which has been discovered in our pres- 
ent laws. It is the intention of the framers 
of the new code to remove the superintendent 
of banks from all political influences and 
to give him exclusive jurisdiction in admin- 
istering the affairs of the department, which 
will include the appointment of all examin- 
ers, fixing of salaries and independent ad- 
ministration.” 

“The power vested in the banking de- 
partment of Pennsylvania to appoint ex- 
aminers, clerks, etc., and fix their salaries, 
with the approval of the governor, has en- 
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abled this department to expand to meet 
trying situations existing in former years, 
and the-ever increasing responsibilities inci- 
dent to the growth in number of and size 
of the institutions under supervision of the 
department. Without this elasticity it would 
have been impossible to raise the efficiency 
of the department to its present standard.” 


Changes Recommended 


HE consensus of opinion as to changes 
needed to strengthen the work of the 
state banking departments centered chiefly 
in the following recommendations : 
“Provide an adequate salary.” 
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“Give the bank commissioner large dis- 
cretionary power in granting charters and 
inforcing bank regulations.” 

“Remove the office from partisan politics 
by providing for the commissioner’s election 
or nomination by the bankers.” 

“Provide for a sufficient number of ex- 
aminers, with adequate pay, and make their 
appointment free from politics.” 

“Give the banking department full author- 
ity to act as receiver in the case of failed 
banks—more expeditious and more economi- 
cal.” 

“Select the bank commissioner for a term 
of five years.” 

“Requirements for a bank commissioner 
should be not less than five years of suc- 
cessful banking experience ‘and of well rec- 
ognized executive ability’.” 

In the picture of American banking, state 
banks have always loomed large—they were 
the real pioneers in breaking ground in the 
development of banking experience—a va- 
ried but valuable experience which has served 
as chart and compass in the development 
of sound banking methods and principles. 
Each year banking becomes more of a sci- 
ence and attains higher professional stand- 
ards. The banker has every reason to take 
a pardonable pride in his profession and 
every incentive to support actively all efforts 
toward raising the standards and increasing 
the scope of bank service. This can be done 
only through mutual counsel and coopera- 
tive effort. With this thought in mind, 
the State Bank Division has attempted to 
gather and summarize the experience of the 
several states, relating to the highly impor- 
tant work of bank supervision, in the belief 
that bank supervision, when wisely and im- 
partially administered, is capable uf render- 
ing one of the highest types of service a 
state can give its people. 


J. T. Utendorfer has been appointed as vice- 
president in charge of the publicity and new 
business activities of the Reliance State Bank, 
Chicago, and Phillip W. Kniskern has been ap- 
pointed manager of the real estate loan department 
in the same bank. 
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Sound Principles for Dealing with 
Our Foreign Debts 


By CHARLES E. MITCHELL 


President, The National City Bank of New York 


Debt Burden Should Be Borne by Present Generation. Taxation 
to the Limit While Debt Remains, Without Causing Economic 
Structure to Collapse. Payments to Be Made to Us at a Rate 
That Will Not Disrupt International Exchange and Commerce. 


HIS fall I spent several weeks trav- 

eling through eleven countries of 

Europe, meeting with industrialists, 

financial men, political leaders and 
rulers. There they have learned the funda- 
mental lesson that business and politics are 
interdependent and that the problems of each 
can not be solved except by joint and harmo- 
nious action—with the result that both 
groups are seeking light through close and 
avowed relationship with each other. Ac- 
countable to this process perhaps rather than 
to any other, European conditions have been 
markedly better and are still mending. Most 
countries have successfully passed through 
the worst of their after-war difficulties, but 
all, I believe, have great problems still to 
overcome, and nowhere can the sky be said 
to be clear. 

Bolshevism, which at no stage had a 
chance for its development in France and 
Belgium and which was crushed out by the 
mighty hand of Mussolini in Italy and which 
has always been courageously overcome in 
Germany and has had its Waterloo in a trial 
and elimination of the rule of the Labor 
Party in England, while always a thing to 
be watched and guarded against, is no longer 
an imminent menace in Europe. The fallacy 
of its doctrines have been too clearly demon- 
strated in the continuing chaos of Russia to 
make those doctrines acceptable in any ob- 
serving and civilized country of the world. 


False Doctrines Fail 


ATIONS are learning the fallacy of 
other false doctrines as well. They 
have learned a hard and costly lesson in un- 
supported paper currency and inflation, and 
all are striving to get back to the fundamen- 
tal principle of limited currency with a base 
of precious metal. They are learning that 
governmental budgets must be balanced and 
that such differentiations as “ordinary” and 
“extraordinary” in expense, the first only to 
be covered by current income, is but a means 
of self-deception. They are now realizing 
that the quicker they provide currently 
(through either the curtailment of expendi- 
tures or increase of taxation) for that which, 
under any heading, is expended, the more 
quickly will they be establishing that strength 
and power which is the beginning and the 
end of the majesty of government. 
It is to be hoped that the Dawes plan will 
bring to an effective close the fundamental 
source of trouble between Germany and her 


European war enemies during the past five 
years. Debts between nations are always a 
source of international trouble, and I con- 
sider it of great importance that our own re- 
lations with such countries as France, Bel- 
gium and Italy may be improved (and in the 
use of the term “relations” I mean to refer 
to the economic as well as political) by an 
early adjustment of their debts to our own 
national government. 

I hope that we are gradually learning that 
such debts, if unduly forced, may result 
more. calamitously to the commercial inter- 
ests of our own country than to those of the 
debtor country. This talk of forcing pay- 
ment of “every dollar to the last penny,” is 
commercially unwise. I think we may as- 
sume that the Dawes plan has had the in- 
dorsement of the American people through 
their election of General Dawes to the Vice- 
Presidency of these United States. That 
plan is one that establishes fundamental 
principles which may be applied in consider- 
ing the debts of one nation to another, re- 
sulting from war. 


One Generation’s Debt 


HE first principle, as I see it, is that the 

yoke of the war debt shall not be held as 
a burden upon the people beyond the genera- 
tion that had to do with the war. This prin- 
ciple is not thus definitely stated, and could 
not be because of the limitations under which 
the committee functioned, but it is clearly 
intimated in the fact that the industrial and 
railway debentures which form the principal 
security and means of payment of the debt 
carry 5 per cent interest with 1 per cent 
amortization, which means that such obliga- 
tions are to be over a period of about thirty- 
six years. 

Any attempt to force the carrying of such 
debt burdens to the second and third genera- 
tions is but an engraved invitation to further 
trouble. 

The second principle, as I see it, is that the 
debtor country shall be taxed to the limit 
while the debt remains, but in no event to a 
point where its economic structure collapses 
under the strain; and, further, that the Na- 


tionals of the debtor country shall in no case - 


have a lesser burden of taxation upon them 
than have the Nationals of the creditor coun- 
try—another principle the soundness of 
which can not be questioned. 

The third principle is that with such taxes 
collected, payments therefrom shall be made 
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to the creditor country to such an extent only 
as they can be made without disrupting inter- 
nation exchange and commerce. The sound- 
ness of this last is apparent on its face. 
These I regard as the fundamental principles 
of the Dawes plan, and all of the hundreds 
of pages of the so-called Dawes report are 
devoted to setting up the machinery by which 
these principles can be put into effect. 


Answering an Irritating 
Question 


E these principles are accepted as sound 
and as I have said they would seem to 
have been accepted by the American people 
in the election of General Dawes, then I say 
that they must also be sound principles by 
which the payment of the debts of allied 
countries to us shall be determined, and we 
would best apply such a yardstick as our 
measure, rather than attempt to make pop- 
ular the slogan of “every dollar to the last 
penny.” In the adjustment of our foreign 
relations, essential to the development of in- 
creased export and import trade, there can 
be no problem of greater importance than 
reaching a sound and final conclusion as to 
this irritating question of the debts of allied 
countries to our ourselves. 

Conditions in our own country are ripe for 
a period of prosperity which trends in 
Europe, as I see them, can not immediately 
harm. We have emerged from what in 
reality has been a deep business depression. 
The past year: has seen a most healthy liqui- 
dation of a vast quantity of accumulated 
goods, the liquidation being evidenced most 
clearly by the great volume of bank clear- 
ings in every center of the United States, 
and this volume being accompanied by a 
lethargy in primary manufacturing processes 
and a dullness in such trades as iron and 
steel. 

Agricultural despondency has disappeared 
through the meeting of one of those most 
unusual years, when‘ with inferior crops else- 
where in the world our own have been most 
abundant and have carried extremely high 
prices. Bumper crops and high prices have 
brought about an agricultural recovery, and 
debts which threatened to engulf the farmers 
have been brought within safe limits and to 
a point where the way can be seen to meet 
them. The buying power of our agricultural 
districts is beginning to reassert itself and its 
reflection will carry into every trade. The 

(Continued on page 474) 


How to Make an Analysis of the 
Cost of Accounts 


O. HOWARD WOLFE 


Chairman Committee on Analysis, Clearing House Section 


The Commonest Cause of Loss to Banks is the Small Account, 
Which May Be Put Upon a Paying Basis if Reasonable 
Business Methods Are Applied. Where to Begin. Some 
Helpful Suggestions for Putting the Analysis to Practical Use. 


HERE is no mystery in the process 

by which a bank earns sufficient in- 

come to meet expenses and to pay 

dividends. What the bank has to 
sell, that is, credit and services, must yield a 
teturn greater than the sum of the interest 
it pays on deposits, the cost of labor, and the 
expense of such overhead items as heat, 
light, and equipment. In this process both 
the depositors’ funds and the capital and 
surplus are employed. For our purposes the 
two latter items may be considered to be in- 
vested in fixed assets or long term securi- 
ties. The deposits are looked upon as the 
chief source of profit. Such deposits are not 
invested separately and individually as made, 
but are lumped together in one fund avail- 
able for loans and discounts. 

In the matter of expenses, however, it is 
not only desirable but entirely necessary 
that care should be taken not to permit any 
one depositor or a group of depositors to 
cause the bank more overhead or general 
expense than his or their share of the de- 
posit fund will pay for. This question can 
be determined only by analysis of accounts. 
In practically all large banks such cost ac- 
counting is conducted as a necessary part of 
the business. On the other hand, in the 
majority of institutions situated principally 
in the smaller towns and communities, an- 
alysis is rarely undertaken. This does not 
mean that analysis is necessary for the city 
bank, but unnecessary for its country cor- 
respondent. The condition referred to is 
probably the result of the fact that until 
very recently close analysis has been un- 
necessary because of liberal provisions in 
connection with the calculation of reserves. 
Without question it has also been due partly 
to the fact that the country banker is forced 
by circumstances to personally undertake or 
supervise so much of the detail of banking 
that he has not had time to give the ques- 
tion proper attention. Perhaps in many 
cases he has not known just where to begin. 
The very word analysis is calculated to give 
the idea to the uninitiated that it is an in- 
tricate, complicated, and perhaps very tech- 
nical science. Quite the reverse is true. 

Banking is a business which, from the 
practical point of view, is concerned prin- 
cipally with accounting. Such bank records 
as are essential lend themselves naturally to 
analysis, which may be undertaken with 
practically no additional records other than 
the accounts themselves provide in ordinary 


bookkeeping processes. Analysis concerns it- 
self principally with expense rather than in- 
come, and in order to understand the prin- 
ciples of correct analysis of accounts, it may 
be well at the outset to point out some of 
the more prevalent customs which occasion 


losses to banks, and of which, in most cases, - 


they are not aware. 


Most Common Cause of Loss 


ITHOUT doubt the commonest cause 

of loss to banks is the so-called small 
account. The mere fact that a depositor’s 
balance averages from $50 to $200 does not 
in itself constitute a loss. Inactive or sav- 
ings accounts of merely nominal proportions 
are quite common. An unsatisfactory con- 
dition arises only when such accounts are 
maintained upon an active basis. Banks 
should not deceive themselves by general 


The Source 


i HE accompanying article and 

its iulustrations comprise the 
findings and the thought of the 
Committee on Analysis, Clear- 


ing House Section American 
Bankers Association. The sub- 
ject is one of vital interest to 
every bank now and one that is 
growing in tm~portance as the 
number of accounts increases and 
the habit of writing checks 
grows. 

As the committee justly points 
out, bankers, who look askance 
upon aman of business who does 
not use strict business methods, 
may well hold themselves to a 
reckoning tf they are in the habit 
of carrying a.large number of 
accounts which are a_ positive 
drain upon the earnings of the 
institution. 

Cost analysts, in the opinion of 
the committee, need not be an 
onerous undertaking but if it ts 
employed then should be put to 
immediate and practical use. 


adoption of the very common and often un- 
wise policy of assuming that it pays to keep 
all small accounts on the theory that such 
accounts grow to be large and profitable 
connections and therefore should be encour- 
aged. This is often true, but the banker 
should apply ordinary credit tests to deter- 
mine which of the small and unprofitable 
accounts it will pay to keep without a ser- 
vice or similar charge. The character of 
the depositor and the prospects of the busi- 
ness he is engaged in will give a pretty ac- 
curate idea of the future worth of any ac- 
count. Certainly it is unnecessary to carry 
an account for five or ten years at a loss 
sustained only by the hope that the account 
some day will grow. 

It may be well to point out here, however. 
that it sometimes pays to keep the small ac- 
count, as well as any other losing account. 
Such a situation arises when the same de- 
positor or interests carry two or more ac- 
counts in the bank for bookkeeping or other 
purposes. Or it may be that two entirely 
separate accounts are kept by affiliated firms 
or corporations. In forming an estimate of 
the value of the accounts, it is well to con- 
sider both, since frequently the losing ac- 
count may control the more profitable one. 
This same theory applies equally to the small 
account. 


Paying Interest on Outstanding 
Items 


VERY common cause of loss is the cus- 

tom followed by many banks which 
credit interest on ledger balances without 
taking into consideration what proportion 
may be outstanding in process of collection. 
With the exception of interest paid on sav- 
ings accounts, interest is not a contractual 
right of the depositor, but rather a privilege; 
in theory, similar to profit sharing. The 
bank cannot earn money on balances which 
exist only as bookkeeping records, and since 
the bank must have possession of funds be- 
fore it can loan or invest them, logically it 
cannot pay interest on uncollected balances. 
A more convincing argument, however, is 
that interest paid on outstanding balances 
simply means that the same bank or two 
banks are paying interest on the same money 
at the same time in two different places. 
If, for example, A is a depositor in two 
neighboring towns, receiving interest on both 
balances, he can increase the amount .of 
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ANALYSIS 


Figure I—Showing the principal or essential items entering into cost accounting 


such interest by simply swapping checks 
with himself. Without analysis it is im- 
possible to determine the true collected bal- 
ance of any depositor. Many city clearing 
houses have adopted rules which preclude 
the payment of interest on uncollected funds 
by any of their members, time outstanding 
being fixed by Federal Reserve availability 
schedules. The accounts of country banks 
in city institutions are practically all subject 
to such regulations, and it is burning the 
candle at both ends for country banks to 
pay interest on uncollected balances to their 
own customers, and in turn to have checks 
given them by these same depositors de- 
ducted from their reserve or interest bearing 
balances. 


Drawing Against Uncollected 
Funds 


NOTHER very common cause of loss is 

the habit of permitting depositors to 
draw against uncollected funds. The only 
immediately available funds which any de- 
positor gives his bank are either checks on 
itself or cash. Checks on another bank in 
the same town are not available for use 
at least until the following day, whereas 
checks payable out-of-town vary from one 
to ten days after deposit before they are 
collected. It is not to be expected that the 
customer should know what proportion of 
his balance is available for his use. Cer- 
tainly the bank should know at all times, 
since to pay checks habitually against un- 
collected funds is a direct and steady loss— 
a loan without interest. If the country bank 
possesses channels for collecting all its out- 
of-town business at par through city banks 
or other reserve agents, it may appear that 
it loses nothing by permitting drafts against 
uncollected funds. Such a practice, however, 
obliges the country bank to draw more 
closely against the city correspondent, thus 
reducing the balance. For this it must pay 
one way or another. As stated previously, 
the city bank is analyzing the account at all 
times, and it does not hesitate to write to 
the country correspondent, asking either for 
increased balances or for an actual charge 
against the account to cover a loss. 

The same principles apply in the case of 
depositors who give their banks more out- 
of-town (especially non-par) items to col- 
lect than their balances warrant. Here, too, 
the charge which the country banker must 
meet is indirect, and is in the shape of higher 
balances which he must carry with his city 
correspondent or an interest charge which 
is imposed should he draw too closely against 
his balance. 


Where to Begin 


NALYSIS of accounts should be put 
into operation in a bank along the lines 

of least resistance. It is folly to spend one 
dollar out of every ten for the mere satis- 
faction of knowing the exact process by 
which the ten dollars have been earned. 
Therefore, analysis based upon the law of 
averages is sufficiently accurate for all prac- 
tical purposes in eight out of ten cases. It 
is not necessary to analyze all of the ac- 
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counts. After the principles of analysis are 
well understood, the average banker will 
recognize at sight, so to speak, those ac- 
counts on his books which are probably caus- 
ing loss, and these may be analyzed. Even 
these, however, need not be subjected to the 
process continuously, unless it is thought de- 
sirable to do so. After an account has been 
analyzed say for six months, all that need 
be done thereafter is to keep a statistical rec- 
ord of the average daily balance and total 
monthly amount deposited for collection, and 
the number of checks drawn. Upon these 
statistics the analysis can be continued, bas- 
ing the calculations on the previous month’s 
conditions. As a rule, the business of any 
customer is consistent in the matter of 
checks drawn and the nature and volume 
of business deposited for collection. If 
analysis shows that a giver proportion of 
out-of-town items to a certain average bal- 
ance produces a loss, it follows that the 
process of analysis is not necessary to prove 
the same loss occurs continuously under like 
conditions. 

Nor is analysis of accounts a complicated 
process, though it can be made so. Many 


SUMMARY OF ANALYSIS 


FOR MONTH OF 


. 192 


IN ACCOUNT WITH 


FIRST NATIONAL BANK 


Average daily ledger balance 


Less average daily outstanding-in process 
of collection 

Net collected balance 

Less legal reserve @ 15% 

Net balance available for loans and 
investments 


Income (for month) on above @ ___% 


Income on '4 reserve 
(Resetve Agents) 


@..2% 


Income on 44 reserve 
(Bonds) 


TOTAL INCOME for month 


Less costs as follows: 
Interest paid 


Overhead -___items @ 2c per item 
Cost of carrying excess reserve cash 
payroll 


TOTAL COST of operating account for 
month 


NET PROFIT (LOSS) 


Figure II—This form may be used to show the result of one month’s transactions 
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banks go to extreme lengths, for example, 
in ascertaining the exact cost of paying a 
check, collecting a coupon, or even writing 
a letter in answer to a credit inquiry. We 
are not here concerned with that particular 
kind of analysis. We can, however, take 
advantage of the results of a part of this 
detailed analysis by other banks to the ex- 
tent that it enables us to determine within 
reasonable limitations the overhead cost of 
handling checks. The outside limit of this 
cost may be fixed at three cents per ttem. 
It may be urged that many banks have cut 
this expense down to two cents per item or 
even less, but the spread between the fig- 
ures given by one bank as compared with 
another usually is the result of the difference 
of opinion as to what items should be in- 
cluded in overhead costs covering check 
collection. That is to say, what share, if 
any, of officers’ salaries, floor space, etc., 
must be taken into account in the calculation. 
Estimating overhead applies equally to other 
phases of analysis to the point of making 
the process unreliable, except in the hands 
of experts. It is suggested, therefore, that 
it is better to eliminate overhead altogether, 
except insofar as it applies to the handling 
of checks. As indicated above, this cost 
may be set down as three cents per item, 
with the assurance that that figure will 
amply cover all costs. 

An account which makes the practice of 
depositing large numbers of notes, dunning 
drafts, or other unusual items, should be 
subjected to a larger per item overhead cost. 
Collection items are, roughly speaking, about 
four times as expensive to handle as checks, 
and therefore will require an overhead 
charge in analysis of from ten to fifteen 
cents per item. 


Account Analyzed 


T is easier to explain analysis forms and 

to understand their uses by describing 
what might be termed the final form first. 
3y having before one the picture of the ac- 
count as analyzed, the forms necessary to 
secure such results almost suggest them- 
selves. Final forms are of two kinds. One 
is the analysis card or permanent record of 
the account, and the other is the summary 
of analysis. In studying the forms shown 
on these pages, bear constantly in mind that 
our present purpose is to describe only such 
forms and processes of analysis as are es- 
sential. After a few months’ experience, 
each banker is in a position to determine for 
himself such adjustment variations or ad- 
ditions to the analysis as the nature of his 
business may indicate. The forms shown, 
however, are sufficiently complete to enable 
any bank to disclose and’ correct losses and 
generally unsatisfactory conditions. In the 
majority of cases no additional analysis is 
necessary. 

Cards as shown in Figure I are usually 
printed on both sides, to take care of two 
years’ figures. Analysis, like credit rec- 
ords, are useful from a comparative point 
of view. The column headings show the 
principal or essential items entering into 
cost accounting. Many banks use this card 
for statistical purposes as well, and oppo- 
site the name of the account describe the 
kind of business, the date the account is 
opened, and similar data. Additional col- 
umns may be added, showing lines of credit, 
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Figure IV—The “Where Payable” column is used to describe any unusual items. 
Other entries are by totals only 


average loans or departmental records, safe 
deposit box rental, etc. 

Analysis. results are generally calculated 
upon a monthly basis. Most banks, how- 
ever, are satisfied if the account shows a 
net profit over the course of a year, the 
good months exceeding those in which losses 
are suffered. Whether or not this policy is 
followed, it is not always expedient to show 
the customer his analysis card giving figures 
over any length of time. To meet this 
situation, the analysis summary slip is used 
(Figure II) showing the result of one 
month’s transactions. The form shown is 
used by a country bank in Pennsylvania, 
and the various items will be self-explana- 
tory. Banks in other states can readily 
adapt this form to meet their local reserve 
and other requirements. These summary 
forms can be submitted to a depositor during 
an interview, or they may be sent to him 
with a letter of explanation. Sometimes 
depositors have an arrangement with their 
banks by which a monthly loss as shown by 
analysis is charged to their accounts. The 
summary form is then used by way of a 
statement, and gives the customer a clear 
idea of the situation. 


Balances; Outstanding Items 


HE average balance of an account is 
arrived at by taking the figures from 
the ledger daily or at the end of the month. 


RRS 


If the account under analysis receives in- 
terest, then such average balance may be 
calculated from the interest slip. Figure 
III illustrates the form which is used to 
secure the average balance. For interest 
purposes, in towns where there is no Clear- 
ing House, the balance for any given day 
is the morning ledger balance less checks 
paid that day, or the evening balance may 
be used less deposits. Checks on the bank 
itself and cash being immediately available 
may be added if very large in amount. For 
both interest and analysis purposes, how- 
ever, the method is to use the balance shown 
at the close of the day. Deductions for float 
or outstanding items may then be made at 
the end of the month. This figure is deter- 
mined as explained in the following para- 
graphs. It should be here noted that with- 
out analysis it is practically impossible to 
avoid paying checks against, or interest on, 
uncollected funds. 

The calculations necessary to arrive at the 
“float” or average amount outstanding in 
process of collection is the only part of 
analysis which requires any appreciable 
time. The form used for this purpose, how- 
ever, is extremely simple, as shown in Fig- 
ure IV. The headings at the top of the 
columns should be chosen with care in or- 
der to simplify the calculations. A good 
practice would be to follow the time sched- 
ule of the local Federal Reserve Bank, add- 
ing one day to the outstanding time desig- 
nated by such schedule, unless the bank 
analyzing is located in the same city with 
the Federal Reserve Bank. Federal Reserve 
time schedules will serve as a satisfactory 
basis of calculations, whether or not the 
items are collected or collectible through 
that agency. 

The deposit tickets of each individual de- 
positor are gone over by a clerk assigned to 
this work, who sets down on a scratch pad 
the out-of-town items according to time 
outstanding, as shown by the schedule. The 
totals are transferred to the sheet for each 
day. If an exceptionally large check is de- 
posited, it may be entered separately for 
reference later should an explanation be 
necessary to account for unusual costs. At 
the end of the month the columns are added, 
each total being multiplied by the number 
of days at the top of the column. The sum 
totals are then added together, and divided 
by 30 or 31, which will give the daily aver- 
age outstanding. 

In order to assist in making the daily rec- 
ords of outstanding items, a schedule may 
be prepared showing the time required to 
collect cities and towns in the immediate 
vicinity, as well as items drawn on other 
states. In a short time the clerk who is do- 
ing the analysis work will memorize this 
schedule, so that the work of transcribing 
the outstanding time can be done very 
quickly. If the item of exchange is in- 
volved in collecting checks, additional col- 
umns may be provided on the form to cover 
this item of expense. The form illustrated 
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Figure V—An Income Chart that will speed up work thirty days at 5 per cent 


here is so arranged. At the end of the 
month, the exchange columns are added up, 
and the exchange or other costs calculated. 

The bookkeeper will provide the analysis 
clerk with the number of checks drawn 
against each account during the month, and 
the deposit slips will indicate the number 
of items deposited. We now have in hand 
all the figures used in the actual analysis 
of the account. 

The calculations are made on scratch pads, 
or, better, the back of the daily balance slip 
(Figure III) may be used for this pur- 
pose. Since such slips are usually preserved, 
it is well to show on them the analysis cal- 
culations which may need te be checked up 
in case of error or dispute. The first item 
to be entered in the calculation is the aver- 
age daily ledger balance. From this figure 
is subtracted the average daily outstanding. 
The remainder is further reduced by sub- 
tracting the required percentage of reserve. 
(What this percentage may be will be ex- 
plained later.) The result is the balance 
available for loans and investments. Using 
either an interest table or a schedule made 
up for analysis purposes (Figure V) the 
clerk will then estimate the gross income 
upon the net balance of the depositor. Use 
the rate per cent at which average loans 
are being made. Against this figure of gross 
income are applied overhead costs, interest 
payments, or any other expenses incidental 


to the account. The net resuJt is the profit 
or loss for the month. The figures are then 
transferred to the permanent analysis card 
and the process is complete. 


Analysis Short Cuts 


"THE process of analysis lends itself to so 
many short cuts in accounting that it 
may be well to mention a few of them by 
way of suggestion. 


Classifying Outstanding Items 


Experience will show that items deposited 
in the average bank are available in the 
majority of cases in, let us say, three days’ 
time. In other words, the bulk of the busi- 
ness will be outstanding for three days. The 
analysis clerk can take advantage of this 
fact by listing on his scratch pad under ap- 
propriate headings the one-day, two-day, 
five-day, and longer timed items. He will 
add the total of these together and sub- 
tract the sum from the total of the ticket; 
the difference will be the total of the three- 
day items. 


Dividing by Thirty 


In arriving at the average daily amount ° 


outstanding, the thirty-day month is ob- 
viously a more convenient period of time 
to handle than a thirty-one-day month. 
Most banks will find it advisable to make 
the analysis period coterminus with the in- 


terest period. In order to secure the maxi- 
mum number of thirty-day months, there- 
fore, the analysis dates may be arranged so 
that a day is taken from January and a 
day from March, and the two extra days 
added to February. This will divide the 
year into seven thirty-day months and five 
thirty-one-day months. 


Reserve Calculations 


The analysis summary form shown in 
Figure II is intended to suggest all of the 
elements which go into the process. The 
same results often can be secured by con- 
solidating or offsetting factors of income 
and expense in such a way as to eliminate 
several calculations. For example, instead 
of figuring the reserve at the legal rate, and 
making a separate payroll cash calculation, 
a satisfactory plan is to “load the reserve,” 
and instead of making the figure 7 per cent 
or 10 per cent, the rate may be increased to 
12 per cent or 15 per cent. Interest earned 
on deposits with reserve agents may also 
be taken care of by increasing slightly the 
earning rate at which the account is an- 
alyzed. This eliminates a separate calcula- 
tion for the income on a portion of the re- 
serve. 


Overhead Costs 


Instead of figuring overhead at so much 
per item, which process entails a count of 
the checks collected or paid, a satisfactory 
alternative is to find the average amount of 
each check. The records of a few months 
will disclose this figure, and thereafter the 
overhead may be charged against an amount 
at a rate per thousand dollars of checks de- 
posited or paid. Checks can be more easily 
handled by amount than by number of 
items. The cost of supplying new check 
books is applied as a single amount at the 
time the book is given to the depositor. 


Figuring Income 


The work may be speeded up very appre- 
ciably by preparing charts showing the in- 
come at a given rate percent on any amount 
from $100 to $100,000. These charts can be 
prepared for either a thirty-day or thirty- 
one-day month, and at varying rates of in- 
terest. A sample of such form, which can 
be made up within the bank, is shown in 
Figure V. The same principle can be used 
in making reserve deductions, if a _ rate 
other than 10 per cent is used. 


Consolidated Forms 


Several articles have appeared in financial 
magazines in recent years bearing on anal- 
ysis and usually illustrated with account- 
ing forms. No doubt many bankers who 
will read this have seen such forms, and, 
lacking actual experience in the subject, have 
found them somewhat confusing. In pre- 
paring this treatise, care has been taken 
to describe each step in analysis separately, 
showing forms to illustrate the method. For 
beginners in analysis, it is strongly recom- 
mended that the outlines and forms de- 
scribed herein be followed for several 
months at least. After the process is thor- 
oughly understood, the banker is then able 
to consolidate one or more of the forms 
used, if he desires to do so. Such a form, 
and one that may be recommended, is shown 
in Figure VI. By comparing it with others 
shown herein, it will be seen that this form 
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consolidates two, or probably three, of the 
regular forms. It is umnecessary to say 
that there is no objection whatever to using 
a consolidated form at the outset, except that 
it will undoubtedly prove easier to install 
analysis if the simpler method is adopted of 
providing a form for each step of the work. 


Putting Analysis to Practical 
Use 


IME spent in analyzing accounts is time 

wasted unless practical use is made of 
the results obtained. There is a certain 
value in knowing the status of an account, 
whether profitable or otherwise. In addi- 
tion to statistical uses, a certain part of the 
analysis process must be gone through with 
to enable the bank’ to make proper deduc- 
tions for interest purposes against outstand- 
ing items, and without this brief analysis, the 
banker never knows whether or not the cus- 
tomer is drawing against uncollected funds. 
But in addition to these uses, the principal 
value of analysis is to prevent unnecessary 
losses due to the small or too active account. 
It is a curious fact that the average banker 
looks askance at the customer who persists 
in handling unprofitable business; poor 
business methods invariably lead to curtailed 
credit, and yet the same banker will carry 
on his books dozens, and sometimes hun- 
dreds, of accounts which are causing him 
a steady loss. 

The customer who does not pay his way 
in a bank is an unworthy recipient of forced 
philanthropy, because the bill is divided more 
or less equally between the other deposi- 
tors and the stockholders of the bank. Some 
bankers seek to reimburse themselves by 
fixing high exchange rates for checks drawn 
upon them, which in turn reacts not only 
against the bank itself, but against the de- 
positors whose checks should enjoy the same 
freedom of circulation as those of more 
carefully managed institutions. 

The idea that a depositor becomes offended 
when approached concerning a loss in his 
account is quite erroneous. There are two 
methods to be used in connection with los- 
ing accounts, each of which has proved suc- 
cessful. One plan is to adopt a fixed rule 
that all small accounts shall be charged a 
fee upon a sliding scale, and may be a 
matter of joint action among several banks, 
or it will work equally well if adopted by 
a single institution independently. Under 
such an arrangement it is not necessary to 
make the rule so hard and fast that it auto- 
matically affects all depositors. That is, 
there are exceptions among small accounts, 
as has been shown previously. It should, 
however, be broad enough to cover all these 
depositors who entail losses for which there 
is no justification. These may be approached 
either by letter or individually in such a 
way as to hold their friendship for the bank. 
In most cases experience has shown that 
worth-while depositors continue to main- 
tain their accounts, paying a monthly fee 
cheerfully. It is an almost universal rule 
that accounts on which a fee is necessary 
are of the kind that rarely if ever grow out 
of the small account class. 

The second method is to make a sepa- 
rate case of each losing account without 
having a fixed rule either for securing re- 
imbursement or closing out the account. Ad- 
justment may be made by eliminating inter- 
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Figure VI—A form consolidating several of the forms used in analyzing an account 


est, exacting a charge for collecting checks, 
charging for checks used (especially check 
books on which the depositor’s name is 
printed), or simply by having the customer 
pay the monthly loss disclosed by analysis. 
No matter which method is used, much de- 
pends upon the manner of approach to the 
depositor. It is essential, however, that the 
banker must have figures to present which 
are sufficiently accurate to convince the de- 
positor that he is not being unjustly dealt 
with. The printed analysis forms shown on 
these pages are sufficient to impress the 
depositor that he is not being singled out, 
but that the analysis of his account is upon 
.the same basis as is applied to all other 
accounts. Furthermore, if he is given a 
simple picture of the conditions which have 
caused the bank to lose money, the chances 
are strongly in favor of his accepting with 
good grace the suggestions made by his 
banker. Not infrequently the depositor is 
glad to have the opportunity to pay his way 


and maintain his self-respect. Occasionally 
a disgruntled, obdurate customer is met 
with, and in losing his business the bank 
makes a distinct gain. 

Why should the country banker hesitate 
to speak to his depositor concerning these 
things? The average customer of a bank 
brings in a deposit of checks with the very 
natural feeling that his bank should be as 
glad to see them as he has been. Such checks 
represent either payment for recent trans- 
actions involving a profit or old debts cleared 
up. To the banker, however, these checks 
may represent nothing whatever but cost 
and perhaps loss. Not one customer in ten 
has the remotest idea of the banking ma- 
chinery necessary to make it possible for 
him to send his checks broadcast over the 
country and have them come back to him 
at the end of the month in a neat little pack- 
age with his statement of account. It has 
been well said that the banker does more 
for nothing than any other profession. 


Profit-Sharing on a Basis of Points 


HE American Trust Company and the 

New York Title and Mortgage Company 
have inaugurated a profit-sharing plan, by 
which one-half the fund is paid in cash 
and the other one-half is placed in trust 
and invested in stock of the New York Title 
and Mortgage Company or other securities 
legal for trust funds. By its terms each 
employee receives the benefit of income as 
it is earned by the fund, the income begin- 
ning to be paid to him in cash when his share 
of the principal amounts to $1,000. Each 
employee shall receive his share of the accu- 
mulated principal when he reaches the age 
of 60 years. 

The profit-sharing is computed on a basis 
of points: one point for each $100 or frac- 
tion over $50, paid in regular salary for 
the year; one-half point for each full year 


of service, up to twenty years, and the value 
of the point being determined by dividing 
the total number of points into the total 
amount of the fund for distribution. 

“We feel that in this move we are doing 
a constructive thing,” said Harry A. Kahler, 
president of the two companies. “In the 
first place, every employee has an opportu- 
nity to share in the companies’ prosperity 
over and above his regular compensation. 
But we have gone further than this and 
made a fund which will pay a yearly divi- 
dend to the individual and will become his 
absolute property at a time when he needs 
it most. We have gone even further than 
that, and by investing this sum, or a por- 
tion of it, in stock of the company, have 
shown the way to substantial employee 
ownership.” 
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The Basis of America’s Strength 


By LEWIS E. PIERSON 


Chairman of Board, Irving Bank-Columbia Trust Co., New York 


T the top in this country, the self- 
made man appears to be the rule 
rather than the exception. So over- 
whelming is the evidence to this 

effect that I hope some time to hear a 
speaker applaud the outstanding success of 
some man who has demonstrated his abil- 
ity, not because of, but in spite of the handi- 
caps of wealth, influence and position. 

The strength of our country lies in the 
fact that it has been the individual who 
has made America great, and America in 
turn has made the individual successful. 
This is something which, as Americans, 
we should never forget. 

Our government was founded on a con- 
stitution which abolished rank and inherited 
privilege: It was and is a constitution de- 
signed to give every man an equal oppor- 
tunity and equal protection against oppres- 
sion. It has served to protect the weak from 
the tyranny of the strong, and to protect 
the successful from the hostility of the en- 
vious. And when we look around us and 
see what individual merit is able to accom- 
plish through the opportunity which America 
affords, to a greater degree than any other 
land, we can have small patience with those 
who could change the charter of individual 
rights established by our constitution. 

Our form of government and our con- 
ception of individual rights have from the 
very beginning permitted every American to 
rise to his full stature as a man. We have 
not arbitrarily divided our country into castes 
and classes. We have not told our young 
men that each must stay in the circle or 
station to which he was born. : 


Because Every Boy Has 
His Chance 


E have, instead, built up our coun- 

try to the commanding position it now 
occupies by making it possible for every 
American boy tc go as far, and climb as 
high, as his inborn ability, his character and 
his energy will permit. 

We are all so busy with our own affairs 
that we are prone to allow the proposals 
of faddists and theorists to gain headway 
before we stand up to assert these funda- 
mentals of American life. 

We are apt to be too patient with those 
who would destroy American self-reliance 
—the bed-rock of America’s progress—and 
who seek to substitute therefor the gospel 
of weakness and dependence on others. 

It is only the man who is not sure of 
himself who seeks to have some superior 
force do for him that which he is compe- 
tent to do for himself. 

It is only those who have no conception of 
the hard realities of achievement who would 
seek, for instance, to turn over to the gov- 
ernment the great industries which have 
been built up by individual enterprise, indi- 
vidual effort and individual courage. 

As Americans we cannot too often remind 


ourselves that the whole structure of Ameri- 
can industry is built upon the solid founda- 
tion of individualism. If individualism is 
wrong, then the whole structure of Ameri- 
can business and of American prosperity is 
a delusion. 

It has been observed, and wisely, that the 
European idea is to let the individual do only 
what government cannot do. The American 
idea is to let government do only what the 
individual cannot do. 

We have pursued the American idea for a 
century and a half and the whole world 
bears witness to our success. 

In the course of our industrial growth, 
we have built up vast industrial organiza- 
tions on the basis of individual effort and 
individual responsibility. 

Through the enterprise and courage of 
private individuals, we have built, equipped 
and improved the greatest network of rail- 
roads on the face of the globe. 


Outsider Sees Only 
Functioning 


EHIND our great railway organizations 

stand individual initiative, individual de- 
cision, individual responsibility, but the out- 
side observer sees only the functioning or- 
ganization. 

Through private invention and develop- 
ment, American business enterprise has cre- 
ated the finest telegraph and telephone sys- 
tems in the world. Behind these complex 
and technical organizations are the indi- 
viduals who have achieved these splendid re- 
sults through their private and unaided ef- 
forts. But all the outsider sees is the func- 
tioning organization. 

Forgetting that all organization is the re- 
sult of individual initiative, the unthinking 
public is ready to believe that the organiza- 
tion thus created and thus controlled can be 
easily divorced from the individual driving 
force that made them possible. 

It would be amusing, therefore, if it were 
not so fraught with disaster to contemplate 
the calm proposal made in certain quarters 
to take out of private hands the direction 
of these great organizations and transfer to 
the government forty billion dollars worth 
of utility properties in the hope that in some 
way, not specified, the utilities may be im- 
proved or the public conveniences better 
served. 

What conceivable excuse is there for the 
belief that government can conduct our 
great national industries better than the pri- 
vate individuals and the private organiza- 
tions which have made them the successful 
and serviceable instruments of progress that 
they are today? 

Deprive these great American industries 
of individual ambition, individual respon- 
sibility, individual decision, and you have 
hybrid, without the virtues of individual 
American enterprise on the one hand, or on 
the other without the experience of a Euro- 
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pean government accustomed to paternalistic 
duties. 


Death Blow to Ambition 


i our people ever commit themselves to 
the theory that the government can do for 
Americans that which, for more than a cen- 
tury they have been doing, and doing well, 
for themselves, they will strike a death blow 
at the ambition of every American boy. 

Ambition will not thrive in an atmosphere 
where the young man is led to believe that 
he is not the master of his own destiny and 
that his future depends upon the favor of 
government and the caprice of politics. 

Once the nation turns aside from the 
splendid doctrine of individualism which has 
made it great, it will slowly but surely close 
the doors of opportunity to individual ambi- 
tion. 

I am confident that the sound common 
sense, which the American people have al- 
ways exhibited when matters of fundamental 
importance were at stake, will preserve for 
the Americans of tomorrow the opportuni- 
ties enjoyed by the Americans of today. 

I am sure that in the years that lie ahead 
other junior clerks will rise to be the pre- 
siding genuises of great institutions and 
that other Bill Knoxes, like William E. 
Knox, conservative without being timid, and 
courageous without being reckless, will ad- 
vance themselves to positions that will per- 
mit them to adorn the Presidency of the 
American Bankers Association. 

And like him they will bring to the task 
of guiding the Association a settled convic- 
tion gained from experience and proved in 
their own lives, that American opportunity is 
worth preservation. They will carry as the 
tradition of service to business, service to 
industry, and service to the American pub- 
lic, which has made the Bankers Association 
not only the voice of an important profes- 
sion, but in addition an instrument of public 
usefulness. 


New Publications 


THE COMMON SENSE OF MONEY 
AND INVESTMENTS. Merryle Stan- 
ley Rukeyser. Simon and Schuster, New 
York. 333 pages. Price $1.50. 

The author is financial and business edi- 
tor of the New York Evening Journal and 
lecturer on finance at Columbia University. 

The book discusses in direct, concrete, sim- 
ple style such vital topics as the following: 

“Investment Programmes for the Rich and 
Poor”; “How to Detect a Security Fakir”; 
“The Secrets of the Wall Street Page”; 
“Has the Day of Opportunity Passed?”; 
“One Dollar Down and—”; “Extraordinary 
Popular Delusions About Money”; “Why 
Not Get Rich Quick?”; “A Formula for 
Effective Thrift.” The book is written to 
enlighten and aid the average man and 
woman. 


Position of German Banks After 


Scaling Down 


the 1913 Figures. 


Maelstrom. 


By ROBERT CROZIER LONG 


Net Property of Banks Now Is Only About Thirty Per Cent of 
Seventy Per Cent Disappeared in Currency 
One Provincial Bank Scaled Down in the Ratio 


of 60 to 1. Substance Dissipated Before Directors Realized. 


Y the issue of gold mark balance 
sheets, as required under law otf 
December, 1923, the position of the 
leading German banks has at last 

been revealed. The’ gold mark balance 
sheets of three of the great “D” banks, the 
Deutsche, Darmstaedter und National, and 
Dresdner, appeared in November, 1924, and 
that of the fourth, the Disconto-Gesellschaft, 
early in December. Thereby the general 
public, and indeed the banking world itself, 
had the first opportunity of learning what 
were the reactions of five years of rapid cur- 
rency depreciation upon the financial strength 
of the banks. 

The gold mark balance sheets revealed 
what, from the nature of banking business, 
is inevitable. They revealed the fact that of 
all classes of corporations banks suffered 
most from the revolution in values which ac- 
companied the currency collapse. Taken as 
a whole the industrial and commercial cor- 
porations emerged as regards capital condi- 
tion rather better off than before the war. 
The banks without exception lost. 


Bank Substance Has Largely 
Disappeared 


A and obvious explanation of 
this may be given. The chief assets of 
industrial corporations consisted of real es- 
tate, buildings, plant, transport, wares, pat- 
ents and good-will. The gold value of these 
assets was in no way diminished by the cur- 
rency collapse. But the banks’ chief asset 
consisted of money, which depreciated rapid- 
ly in gold value, until late in the inflation 
period a remedy was found. : Hence the first 
thing that strikes a person who analyzes the 
new gold mark balance sheet of a German 
bank is that as compared with 1913 the items 
“Discounts” and “Advances,” into which the 
banks put not only their customers’ money 
but also their own, have shrunken to in- 
significant dimensions. In order to maintain 
equilibrium between assets and liabilities in 
the new gold mark balance sheet, the new 
capital and reserve have to be fixed at very 
much lower figures than before the war. 
But otherwise, the banks’ net properties have 
diminished, or as Germans express it, “bank 
substance has largely disappeared.” 

The law requiring the issue of gold mark 
balance sheets for all corporations has al- 
ready been described in the AMERICAN BANK- 
ERS ASSOCIATION JOURNAL. The gold mark 


balance sheets were to show conditions on 


Jan. 1, 1924, though the latest date for their 
publication was Nov. 30, 1924. For Dec. 31, 
1923, there were compiled the last paper 
mark balance sheets. The new gold mark 
balance sheets were naturally not mere con- 
versions into gold marks of the paper mark 
balance sheets of the preceding day. They 
were entirely new valuations in gold marks 
of all assets and liabilities, and new fixations 
of capital and reserve. 

A comparison between the first gold mark 
balance sheets and the last paper mark bal- 
ance sheets would have no meaning, because 
the paper mark balance sheets were them- 
selves entirely meaningless. It was wholly 
impossible to value in paper marks some 
assets and liabilities; eg., the Dresdner 
Bank on Dec. 31, 1923, possessed enormous 
values in its buildings, its shares in syndi- 
cates, its shares in other banks, and its hold- 
ings of various stocks; but owing to the 
impossibility of valuing these it entered each 
as nominally worth one trillion paper marks, 
or one dollar for all four. 


Paper Mark Balance Sheet 
Had No Sense 


IMILARLY, as regards statement of 

capital a paper mark balance sheet had 
no sense. The Deutsche Bank’s capital “in- 
creased” from 200,000,000 gold marks in 1913 
to 1,500,000,000 paper marks in 1923. But 
as at the end of 1923 the 1,500,000,000 paper 
mark capital was worth an almost infini- 
tesimal fraction of an American cent, the 
Deutsche Bank omitted altogether the item 
capital from its last paper mark balance 
sheet. The paper mark balance sheets be- 
came mere freaks, issued, the banks pre- 
mised, merely in order to fulfill a legal form- 
ality, and not in order to reveal the true 
situation. 

For the general public the chief interest 
lies in comparing the new gold mark balance 
sheets with the last pre-war gold mark bal- 
ance sheets. The situation, however, of 
shareholders is different. In 1923 all of 
these, whether they were shareholders since 
before the war or mere recent buyers of 
shares, owned in law paper mark shares; 
and the ratio adopted in scaling down the 
paper mark capital to attain the new gold 
mark capital was a vital matter for them. 
Here various factors would count. A bank’s 
assets and liabilities when valued in 1924 
in gold marks might—theoretically—be the 
same as in 1913. If such a bank did not 
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inflate its capital at all in 1913-23, it would 
have a pure “gold capital,” and no scaling 
down would be needed. If the same bank, 
having assets and liabilities identical with 
those of 1913, had-inflated its capital, the 
capital would have to be scaled down. If 
the surplus of a bank’s assets over its lia- 
bilities (other than capital) were smaller 
than in 1913, then even if the capital had not 
been inflated, it would have to be scaled 
down to a lower figure than in 1913. The. 
last, as will be shown, was actually the case 
with the Berliner Handelsgesellschaft Bank. 


By Comparison 


N practice, in nearly all cases the new 

gold mark balance sheets showed not 
only a scaling down of paper mark capi- 
tal to gold mark capital, but also fixed 
the new gold mark capital at lower than 
the pre-war capital. That was because 
not only did the banks inflate their capital 
in 1913-23, but also they lost part of their 
original gold mark capital. Compared, how- 
ever, with some industrial corporations, the 
banks did not inflate their capital very much. 
Hence their scaling down from paper mark 
capital to gold mark capital is not very 
severe. In the eight first gold mark bank 
balance sheets, the new gold mark capital is 
to the last paper mark capital in the average 
ratio of 1 to 10.3; whereas for engineering 
corporations the ratio is 1 to 13.1; paper- 
making corporations 1 to 18.2, and gas and 
water corporations 1 to 34.3. But in the 
matter of the ratio of new gold mark capi- 
tal to pre-war gold mark capital, the banks 
have come off much worse than the indus- 
trial corporations. The gold mark capital of 
industrial corporations, in fact, averages 
higher than the pre-war. For banks it 
averages much lower. An average for the, 
first eight gold mark bank balance sheets 
shows that the new gold mark capital to the 
pre-war gold mark capital is in the ratio cf 
1 to 3.3. In other words, the net property 
of the banks today is only 30 per cent of 
that of 1913. Seventy per cent disappeared 
in the currency mezlstrom. 


Before Bank Directors Realized 


HE bank’s property disappeared for pre- 
cisely the same reasons as that for which 
a bank depositor’s money, or a bondhold- 
er’s money—disappeared—through deprecia- 
tion in gold value. The banks were pri- 
marily owners of marks. The disappear- 
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ance occurred almost entirely in the earlier 
mark-depreciation years before bank direc- 
tors realized the nature of the process under 
way. In those days the banks innocently 
loaned not only their depositors’ money but 
also their own capital, in the form of dis- 
counts, advances, etc. The money when 
loaned had a certain gold value; when re- 
paid it had a much lower gold value. In 
so far as the money belonged to depositors 
the banks lost nothing. The depositors lost. 
In so far as the money belonged to the 
banks themselves, the banks lost through 
shrinkage of the gold value. 

This process came to an end. The banks 
woke up to what was happening, and they 
devised remedies: 

(1) In order to cover the risk of de- 
preciation they charged specially high in- 
terest rates to borrowers. In the early fall 
of 1923 interest rose to 40 per cent per diem; 
but even this was not always enough—the 
mark’s value sometimes fell to half in a 
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The only important asset which has near- 
ly everywhere increased is “correspondents.” 
This item very largely consists of credit 
balances safely invested in foreign exchange, 
and to it is due the circumstance that the 
banks did not lose nearly the whole of 
their capital. In fact, as the following table 
shows, four leading banks lost more than 
half of their own resources; and in capital 
strength the largest of these banks today is 
considerably weaker than the smallest was 


ten years ago: 
Combined 
Capital and Reserve 
In Gold Marks 
1913 1924 
Deutsche 312,500,000 200,000,000 
Disconto-Gesellschaft .... 281,300,000 134,000,000 
Darmstaedter und National 334,300,000 100,000,000 
Dresdner 261,800,000 100,000,000 


'1,189,900,000 534,000,000 
Shown more in detail the position is: 
Capital 


1923 
Paper Marks 


Gold Marks 


In regard to liquidity the Deutsche Bank 
appears to be particularly strong; but that 
is because it has booked among liquid as- 
sets 40,000,000 gold marks, which it is to 
realize by sale of preferred stock to an 
American-English syndicate. This is prob- 
ably the first of several attempts by big 
German banks to restore their pre-war mag- 
nitude with the help of capital from abroad. 


Position of Banks Better Than 
Sheets Indicate 


ie general it may be said that the position 
of the banks is rather better than is shown 
in the gold mark balance sheets. First, the 
area and population served by the banks has 
diminished, and currency in circulation and 
totals of nearly all business transactions are 


Reserves 


1924 
Gold Marks 


1913 
Gold Marks 


1924 
Gold Marks 


150,000,000 
100,000,000 
60,000,000 
78,000,000 


388,000,000 


112.500,000 
81,300,000 
51,300,000 
61,800,000 


306,900,000 


50,000,000 
34,000,000 
40,000,000 
22,000,000 


146,000,000 


Deutsche 
Disconto-Gesellschaft . 
Darmstaedter 
Dresdner 


1,500,000,000 
900,000,000 
600,000,000 
975,000,000 


3,975,000,000 


single day. 

(2) The banks “valorised” loans; that is, 
they exacted from the borrower an under- 
taking to pay back the original gold value 
of the loan. If the borrower received 1,000,- 


200,000,000 
200,000,000 
283,000,000 
200,000,000 


~ 883,000,000 


000 paper marks worth $1,000, and if at time 
of repayment the 1,000,000 paper marks were 
worth only $500, then the borrower had to 
repay 2,000,000 paper marks. 

(3) All money, when not loaned in either 
of the above safe ways, was protected from 
depreciation by being kept in the shape of 
dollars or other stable currencies. 

But these expedients were resorted to too 
late, long after a great part of the bank’s 
own capital had been swallowed up by the 
currency depreciation. The heavy losses suf- 
fered in even the most conservative banking 
were first revealed when the gold mark 
balance sheet of the Berliner Handelsgesell- 
schaft appeared some months ago. The 
Handelsgesellschaft, which is the concern of 
the banker, Carl Fiirstenberg, is one of the 
eight biggest German banks. A favorable 
gold mark balance sheet was expected. 
Alone among the great banks the Handels- 
gesellschaft had not watered its capital in 
1913-23. The capital remained at 110,000,- 
000 marks. Therefore, no scaling down of 
capital on the mere ground of inflation was 
necessary. Nevertheless in the new gold 
mark balance sheet the capital appeared 
scaled down to 22,000,000 gold marks. Anal- 
ysis of the balance sheet showed that four- 
fifths of the bank’s own capital had been 
swallowed up in the mark depreciation. 


The First Visible Effect 


a first visible effect of the deprecia- 
tion is arn enormous shrinking in the 
magnitude of a bank, whether judged by its 
balance sheet total or by the chief items 
therein. Thus the 1913 balance sheet of 
the Deutsche Bank totaled 2,245,674,207 gold 
marks; the balance sheet for Jan. 1, 1924, 
only 552,337,803 gold marks. Correspond- 
ing figures for the Disconto-Gesellschaft are 
1,238,253,374 gold marks and 299,602,658 gold 
marks. The following table shows the 
shrinkage in some of the Deutsche Bank’s 
chief assets : 


1924 
Marks 


36,314,786 
11,506,349 

7,202,134 
10,000,000 


1913 
In Gold 
127,448,904 
639,402,212 
233,226,705 
161,201,622 


Discounts 
Advances 
Securities 


As the table shows, a drastic scaling down 
(in a higher ratio than 10 to 1) took place 
before the paper mark capital of 1923 be- 
came the gold mark capital of 1924. This 
would have been inevitable even if the banks 
had not lost any of their “substance” be- 
tween 1913 and 1923, because all inflated 
their capitals considerably. But it was the 
loss of substance which brought the new 
gold mark capital and reserves to less than 
half the totals of 1913. Although the “D” 
banks are the most important, they are by 
no means the biggest sufferers. The Bar- 
mer Bank-Verein, an important provincial 
bank, had to scale down in the ratio of 60 
to 1, and one obscure provincial bank scaled 
down in the ratio of 500 to 1. 

The banks have suffered badly. But the 
damage done is to their importance in the 
financial world, and as their liabilities have 
shrunken together with their assets, their 
safety has not been affected. The following 
table shows both the absolute amount of 
the liquid resources of each bank and the 
percentage of liquid resources to liabilities: 


Dis- Darm-  Dresd- 
Deutsche conto staedter ner 
In Millions of Gold Marks 
Liquid Resources...280.6 144.4 125.5 133.3 
In pe. of Liabilities 80.2 66.4 64.1 70.3 


lower than in 1913. Second, the date chosen 
for the gold mark balance sheets, Jan. 1, 
1924, was particularly unfavorable. It was 
immediately after the currency stabilization, 
and at a time when the success of the 
stabilization experiment was still in doubt. 
Owing to the doubt, deposits were still very 
low. They increased enormously in the fol- 
lowing spring. In January, 1924, commer- 
cial discount business, which had almost van- 
ished during the inflation years, had not be- 
gun to revive. Since then it has revived con- 
siderably. Bank money which has since been 
made available for the purposes of business 
was then locked up in real estate or in for- 
eign currencies. Finally, the banks have pur- 
sued a very conservative policy in valuing 
their shares in other undertakings; in fact, 
they notoriously valued them much too low. 
From this may be concluded that gold mark 
balance sheets for June 30, 1924, would show 
much more favorable figures than those is- 
sued for Jan. 1 of the same year. 

From viewpoint of profit making also the 
banks have improved their positions. The 
Bourse has of late greatly increased in ac- 
tivity. 


- “ 
Lad 


A MONEY MAKING INDUSTRY 


Here is pictured the Royal plant at Ottawa, where Canadian metal currency is made 
and from which central point it is distributed throughout the Dominion 
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The Winning of the Emigrant 


By REUBEN A. LEWIS, JR. 


The Emigrant Dollar Has Been a Big Factor in the Develop- 
ment of the Two Largest Savings Banks in the World. If the 
Foreigner Comes to Know and Respect a Bank a Great Advance 


Has Been Made in Americanization. 


T is noteworthy that in the development 
of the two largest savings banks in the 
whole world the dollars that the thrifty 
immigrants from overseas intrusted to 
them constitute a factor of large propor- 
tions. The largest—the Emigrant Industrial 
Savings Bank—is almost within the shadow 
of Brooklyn Bridge, while the original bank 
of the other—the Bowery Savings Bank—is 
located at 130 Bowery, right in 
the heart of the famous East 
Side, where most of the new- 
comers to American shores find 
their first home in the strange 
land. While neither of these 
great banks have built up their 
vast deposits solely from the sav- 
ings of the immigrants, it is ad- 
mitted that their accounts have 
played a major part in the de- 
velopment of both institutions. 
But banking the immigrants’ 
money and winning them over 
as patrons of the American bank 
has not been so easy—especially 
in the case of the Italians, the 
Russian Jews and the Slavs. In 
the first place the barrier of lan- 
guage had to be surmounted. 
Then, too, the newcomers were 
ignorant of the ways of Ameri- 
can institutions and abashed by 
the thought that a bank housed 
in a great, fine building would 
not want to take care of the few 
dollars that they managed to 
scrape together. The brusque 
treatment meted out to the im- 
migrants at Ellis Island and the 
bumps that they received in going 
over the rough spots incident to 
gaining admittance to the coun- 
try doubtless tended to make them 
uncertain as to the nature of 
their welcome. The whole back- 
ground served to make them fol- 
low the course of least resistance 
—to turn to the private banks set 
up by their countrymen or to 
hide away their savings in an old sock or 
in one of the many nondescript secret places. 
It has long been an open secret with the 
American bankers, dealing with the immi- 
grants and their money, that the key to the 
whole situation lies in making them sure that 
they are welcome; that the bank has a real 
interest in their welfare and that the banker 
is the right man to ask whether any step, 
materially affecting their prosperity, is a safe 
one. But how to do it was another question. 
There was another very great considera- 
tion—the assimilation of the thousands of 


foreigners and making them good American 
citizens. 

A casual visitor to the Ghetto would be 
impressed by a vast sign on display on a big 
building near Grand Street. “Learn to 
Speak and Read English,” it reads, offering 
courses for a modest sum. The legend is 
that it is possible to go for blocks in this 
district without hearing English spoken. The 


Where the emigrant dollars come from—a view of the lower 


East Side in New York 


tendency of the foreigners is to group to- 
gether in colonies, composed of the immi- 
grants from certain sections of the Old 
World. And in many cases a strip of the 
East Side seems like a slice of Italy or 
Russia transplanted in America. Surpris- 
ingly, the people huddled together seem to be 
just as foreign as they did five or ten years 
ago because no one has seemed to care how 
the newcomers worked out their destiny—if 
a few charitable organizations are excepted. 

But it is to this district of Little Italy or 
the Ghetto that perhaps the greatest num- 
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Practical Advice Given. 


ber of our immigrants of late years have 
gone to find their first residence. For New 
York is the gateway to America and the East 
Side is the place where they get their first 
real idea of what the United States and its 
institutions really are. 

The bank, of course, is one of the most 
important institutions of the country, for 
it typifies the principle of opportunity, the 
sanctity of property rights and 
the security of the fruit of toil. 
So it follows that if the foreign- 
ers, coming to this land but know- 
ing only the ideals of another 
country, come to know and re- 
spect the bank, a long stride has 
been made in preparing them for 
Americanization. Many of the 
immigrants, who come to the East 
Side from the landing station at 
Ellis Island, do not tarry long, 
but seek their fortune in other 
parts of the country, but their 
first impressions of America and 
its institutions are gained during 
the time that they are quartered 
with their friends and relatives 
in their first residence. Thus the 
conception that the alien gains 
during his stay near the gateway 
of America takes on a national 
significance because it is carried 
to other industrial centers. The 
officers of the great savings banks 
are fully cognizant of this, for 
they have witnessed many a tell- 
ing change in principles that have 
come about with the accumulation 
of property. 

There is the story of a Rus- 
sian, whom we will call Dum- 
browsky. He was an outspoken 
Socialist. He published an in- 
flammatory paper, calling for the 
division of the nation’s great 
wealth among the people. In the 
course of time Dumbrowsky 
managed to save a little money. 
He invested it in real estate and 
this appreciated in value. The first deal 
led to another and soon he had accumulated 
a tidy fortune. The erstwhile Socialist 
underwent a change of heart. The col- 
umns of his paper, instead of proclaiming 
the need for the division of all property and 
supporting the theories of Socialism, recited 
what a great thing it was to live in a coun- 
try that would permit an individual, with 
scant opportunities, to get ahead, to acquire 
a fortune and to have the full benefit of the 
fruit of his labor. 

William E. Knox, the president of the 
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Bowery Bank, once said the way to cure an 
anarchist was to put a bond, insteadiof a 
bomb, in his hands. mag 

The possibilities of gaining the immigrant 
as a patron have been helped by the force 
of circumstances, for the newcomers have 
been basely exploited by their own country- 
men and fleeced in many ways by those who 
have sought to serve them. 


The Private Bankers 


P until a few years ago the private 

banker flourished largely because the 
foreigner thought he would be unwelcome at 
the big American banks and their own coun- 
trymen stood ready to serve them. Even 
today there are more than a score of private 
banks between Spring Street and Mulberry 
Bend, in New York City, and numberless 
steamship agents, notary publics and other 
firms engaged in a quasi-banking business. 
While the banking authorities in New York 
have recognized how an honest private 
banker, speaking the language of the immi- 
grant and intimately acquainted with his 
mode of life on both sides of the Atlantic, 
could be almost invaluable to the newcomer, 
they found unhappily that the private bank- 
ers of probity and honesty were in the 
minority. Up until 1914 the private banker 
was not even under state supervision. This 
freedom, it was learned at the outbreak of 
war, had led them into speculation and into 
unsound banking practices. As a result, 
the state of New York passed a law making 
them subject to the supervision of the State 
Banking Department. As an aftermath, nine 
private banks, holding deposits of $11,173,- 
000, were closed. In the years following, 
the confidence of the East Side was shaken 
by the failure of M. and L. Jarmulowsky, 
the Jewish private bankers who had gained 
the deposits of thousands of immigrants, and 
the collapse of other lesser lights. This 
tended to turn the flow of immigrant dollars 
to the American banks and to make them 
recognize the undoubted security of these 
institutions. 

One of the services that the private bankers 
rendered was the transmission of money to 
the relatives and friends of the immigrants. 
The savings banks could not do this under 
the existing laws. Recognizing that this limi- 
tation was enabling the private banks and 
agencies to strengthen their hold on the im- 
migrant dollar, the New York legislature 
amended the law and empowered the savings 
banks to engage in this practice. 


The Yonkers Gold Mine 


HERE is much evidence to support the 

belief that no group of people in this 
country are more victimized by the stock- 
swindlers and the financial sharpers than the 
immigrants. Recently it developed that $90,- 
000 in stock in a gold mine in Yonkers, a 
place within subway range of New York, 
had been sold to a group of orthodox Rus- 
sians on the East Side. This is only one 
case where the savings of the thrifty for- 
eigners have been dissipated by the purchase 
of worthless stocks. The immigrant, seeing 
great wealth on all sides and hearing stories 
of the accumulation of fabulous fortunes by 
the Americans, is a good subject for the 
sharper, who is ready to show him how he, 
too, can get rich. And many are the heart- 
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breaking stories revealed by their recitals of 
vanished fortunes. 

Then, too, exorbitant fees have been ex- 
acted of the immigrants by unscrupulous in- 
dividuals. In Italy the notary is a man well 
versed in the law and equipped to attend to 
legal matters. The notary public in the 
United States is, of course, entirely different. 
But the similarity in the title has frequently 
led to Italians going to the notary public for 
the handling of various legal matters. The 
charges that have been exacted for witness- 
ing the execution of a necessary paper, such 
as legal statements involving a matter of 
citizenship or immigration, have been fabu- 
lous. Many cases have come to the attention 
of the bank where aliens have refrained 
from taking out naturalization papers be- 
cause lawyers wanted $100 and $200 to pre- 
pare the necessary applications. 

It was in the welter of these things that 
the Bowery Savings Bank more than a year 
ago determined upon an experiment in 
Americanism—an experiment to see what a 
kindly and unselfish service to these people 
would do toward making them better Ameri- 
cans. 


Preparing for Service 


UST inside the main entrance to the “big- 

ger da bank on da Bowery”—as many of 
the Italians on the East Side call the impos- 
ing structure that was designed by the late 
Stanford White—two offices were erected. 
One served as the headquarters of the Jew- 
ish Neighborhood Service in charge of Dr. 
Mark Soliterman, widely known among the 
residents of the East Side. He was indeed 
well qualified to discuss all matters with 
them for Dr. Soliterman, legally educated, 
had long been identified with the Jewish 
social movement, and besides he could speak, 
read and understand Hebrew, Yiddish, Rus- 
sian, Polish, French, German and most of 
the Slavic and Latin languages. The other 
office was given over to Salvatore E. Par- 
lato, a social worker who had been secretary 
to a respected Italian who has risen to the 
position of a Justice. 

In the foreign language papers which 
abound in this section of New York the 
Bowery bank advertised, telling the foreign- 
ers that it would be glad to advise them in 
any of their financial affairs. Its officers 
realized, however, that the most valuable ad- 
vertising would come when those who came 
in to tell their troubles went out and spread 
the news that the big bank was all right and 
would give the little fellow a square deal. 
To impress a foreigner of any race with the 
fact that he was welcome, a sign was promi- 
nently displayed; informing the visitor that 
Hebrew, Yiddish, Italian, French, German 
and English are spoken in the bank. But 
practically twelve languages may be under- 
stood. 

Twelve tongues! There is truly no place 
where a more intense fire is needed under 
the melting pot than on the lower east side 
of America’s largest city. 


Transmitting Money Free 


hy the word was spread around that 
the great bank on the Bowery had 
started its neighborhood service to aid the 
foreigners in shaping their fortunes, the 
stream of the perplexed and grateful im- 
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migrants grew larger. One service that the 
bank undertook without profit was the trans- 
mission of money to the old country. If one 
but knew the volume of American dollars 
that is sent to Italy, Russia, Greece and Po- 
land from the East Side, the boon that this 
conferred on the immigrants would be appre- 
ciated. More so, if there could be an ade- 
quate recital of the large fees that some have 
charged to transmit small sums overseas. 
But before the bank started this service its 
officers conferred with the heads of the re- 
sponsible private banks to assure themselves 
that this step would not adversely affect the 
other institutions materially or deprive them 
of a vital profit. 

The news that the Bowery bank would 
send money to the land of their nativity im- 
pressed the aliens, especially when it was 
learned that even a few dollars was not too 
small for the big bank to handle. During 
the first year the neighborhood service han- 
dled 15,000 cases, involving almost every 
type of a case within the range of human 
conduct. 

What a shock the austere president of one 
of the old savings banks, of a decade or two 
ago, would have received if he could have 
heard what now came under the head of 
business in this institution! 


Twelve Types of Cases 


ENERALLY, however, the cases came 

under twelve types—Citizenship, Immi- 
gration, Investments, Real Estate, Bank- 
ruptcies, Domestic troubles, Life Insurance, 
Employment, Personal finances, Miscel- 
laneous: legal cases, Workmen’s Compensa- 
tion and Widow’s Pensions and Social En- 
vironment. 

The foreigner was aided in his efforts to 
qualify for citizenship. First and second 
paper application forms were filled out. Ad- 
vice was given as to the laws governing nat- 
uralization and persons not familiar with the 
Federal Constitution were directed to agen- 
cies where they might learn its provisions. 

Imagine the relief that the neighborhood 
service gave to a young Jewish man in fear 
of deportation! Four years ago he had 
gained entrance to the country without pass- 
ing the examination at Ellis Island. He had 
secured his first papers but feared that he 
would have trouble in completing the second 
and final step. A phone call to the Ellis 
Island authorities disclosed that, after the 
expiration of three years from the date of 
arrival, an alien was not even liable to de- 


portation. 


A German, whom the bank had aided in 
obtaining his first papers, wanted to make a 
trip to Germany but hesitated for fear that 
he might be shut out upon his return by a 
full quota. A letter to Washington was di- 
rected to the proper authorities, a permit 
obtained permitting him to leave the United 
States for a specified time and the difficulties 
were overcome. 

The country gained a rabbi in another 
case. A rabbi came to the bank and sought 
information as to the immigration laws, be- 
cause his Russian father-in-law, a rabbi in 
far-off Palestine, desired to come to Ameri- 
ca. He was under the impression that only 
the rabbi was considered outside of the quota 
and that his wife would have to wait for her 
turn in the number allotted to Russia. How- 
ever, he was informed that a qualified rabbi 
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could bring his wife with him, or even have 
her follow him outside of the quota provi- 
sions. 

A Greek had gained entrance to the United 
States by deserting the ship upon which he 
served as a seaman. Giving false data as to 
the mode of his entry he had obtained his 
first papers. Ten years had elapsed since 
he had given hostages to fortune, but he had 
acquired a family of four children and had 
been a law-abiding citizen. He greatly de- 
sired to become a citizen but a lawyer 
wanted $150 to handle the case. A letter 
addressed by the bank to the legal advisor of 
the Naturalization Bureau brought the re- 
sponse that, if the former seaman would 
make application for his second papers giv- 
ing the correct data, the right of citizenship 
might be conferred as such a long time had 
elapsed that he would not be subject to de- 
portation for having made false statements 
in taking the initial step. 

Hundreds of these immigration tangles— 
and there have been many under the quota 
laws—were solved in the bank. 


High Powered Salesmanship 


HE thrift of the immigrant is proverbial 
and the range of investments on the 
East Side is wide. The Jew especially is a 
good potential investor, but, as in the case of 
the native American, he is not always a wise 
chooser. As anexample of the unwary, those 
misguided Russians who bought stock in 
the Yonkers gold mine may be cited. The 
exploiters of the foreign-born, in most cases, 
are not the glib-tongued Americans but their 
foreign-born acquaintance in their own 
neighborhood is generally the one who makes 
capital of their ignorance of American ways. 
Numerous cases of exploitation were un- 
covered. 

A Russian through an agent here sent a 
package to Russia and paid a high charge 
for insurance. The package never reached 
its destination, but he could obtain no refund 
because the agent required a certification to 
prove the loss. He well knew that even 
though the parcel had been lost, the chaotic 
conditions prevailing in Russia would not 
permit the sender to get proof of loss. Al- 
though conditions did not warrant insur- 
ance, the agent exacted a fat fee. 

A Slovakian living in Pennsylvania re- 
ceived a circular from a mining corporation, 
promising big profits from an investment in 
a copper mine. Its appeals were so alluring 
that he was induced to buy sixty $1l-shares. 
In return the misguided investor never re- 
ceived a certificate or even an acknowledg- 
ment of his check. The bank sent registered 
letters to the officers of the corporation, lo- 
cated in New York, and informed the Better 
Business Bureau. Not receiving any re- 
sponse from the officers of the mining cor- 
poration the facts were laid before the Fed- 
eral authorities. 

A Russian appeared at the bank to ask its 
assistance in disposing of 300 shares of stock 
he had purchased. He explained that on the 
stock certificates he had seen the signature 
of a man appearing on United States cur- 
rency and that he therefore believed this 
meant the proposition was sound, as is the 
case in Europe. It was found that the shares 
had a value of only $700. The firm selling 
them was located in Boston and the matter 
handled through correspondence. 
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Queer Twists in Investments 


UEER twists in investment ideas were 

revealed, and investors were warned 
against ventures that were clearly beyond 
their means. 

A Russian, out of work, went to the bank 
and recited a story of his desire to buy a 
house with the $6,000 that he had. He 
thought this would be a good move because 
he figured the rent from the house would 
give him an income while he was out of a 
job. The foreigner, it developed, had given 
no thought to taxes, repairs and expenses, 
so when an official explained the situation in 
detail he was amazed. The Russian then 
went to his agent for further particulars, 
and was offered the property for $1,500 less. 
Returning to the bank to tell of the new 
offer, he was shown that, instead of earning 
an income from the house, he would have to 
make periodical payments on the purchase 
and, since he was not assured of an income 
from employment, he abandoned the idea. 

A Jewish man went to the bank to consult 
about the advisability of investing $10,000 in 
a business because he was not satisfied with 
the interest given in savings banks. Ques- 
tioning developed that he had always been a 
tailor and did not know how to manage a 
business. To obtain a larger return on his 
capital, the bank suggested an investment in 
a guaranteed first mortgage through one of 
the large title companies. 

In giving advice on investments, the bank 
has laid special emphasis on the safety of 
the principal of stocks and bonds. Gambling 
in Russian roubles and German marks, 
though unhappily not confined to the East 
Side, was discouraged for the downward 
chute of the currencies was foreseen by the 
neighborhood service workers. 

The immigrants are lively traders in real 
estate and it would seem that one of the first 
objectives on the part of the foreign-born is 
to acquire a home. While the bank officials 
have recognized this as a most laudable am- 
bition, they have pointed out to the home 
seekers the inadvisability of their going be- 
yond their means. Explanation of the 
values, mortgages and payment plans are 
frequently given during the year and the 
bank has even gone so far as to make ap- 
praisals of the value of the properties with- 
out expense to the depositors. 


The Domestic Tangles 


OMESTIC complications over the 

money question frequently were brought 
before these unfrocked judges and the way 
to a solution shown. 

A man, with a big heart but a doubting 
mind, brought this problem for solution. He 
expressed a desire to open an account for his 
daughter and her intended husband but 
wanted it arranged so that if the prospective 
groom failed to marry his daughter at the 
appointed time he would not be able to spend 
the money. A telephone call with a surety 
company resulted in arrangement satisfac- 
tory to the father. The surety company of- 
fered to hold the $1,000 for the two months’ 
period which he specified, the sum to be paid 
at the consummation of the marriage. 
Should the groom fail to marry the girl the 
money would be refunded. 

A sad tale was unfolded by an ignorant 
Polish woman. She recited that her hus- 


band was on a spree. He had not only de- 
serted her but was spending the money 
which she had earned by keeping a boarding 
house. It was explained that she had de- 
posited the money in his name because she 
could not sign in English and implored the 
bank to check the dissipation of her savings. 
Payment was stopped on the account and a 
few days later the account was changed so 
that there might be joint withdrawals. 

A Russian woman, with a look of despair 
in her eyes, told the bank that because of 
her inability to sign her name she had per- 
mitted her daughter to deposit the savings 
in her own name. The savings grew to a 
tidy sum and the daughter took advantage of 
the situation. Although the mother needed 
the money, the daughter refused to with- 
draw it. Stopping payment on the account 
brought both parties to the bank. Here an 
agreement was reached in a diplomatic way: 
the principal was turned over into a new ac- 
count to the mother, while the daughter re- 
tained the interest. 

A family feud was halted in another case. 
A father stopped payment on the account of 
his son, because there had been a quarrel 
over a girl the youth was courting. The 
sire could not understand English, so the 
bank officer, in Yiddish, sought to placate 
his wrath. In the end a reconciliation was 
effected, the son given sound advice as to his 
future and the two left the bank arm-in-arm. 

Some of the cases were not so easily 
solved. The complicated cases not in line 
with the work of the bank are referred to 
the proper social agencies. But where the 
misunderstandings arise between husband 
and wife and between parents and children 
over financial matters, an effort is made to 
heal the breaches in an equitable manner. 

The lack of familiarity on the part of the 
foreigners with banking methods brought a 
number of immigrants into the bank for ad- 
vice on these little maneuvers. 

A Polish workman was puzzled. He had 
an account with a bank in Connecticut and 
was in need of $150 but did not know how 
to make a withdrawal. A letter was written 
in his name, a withdrawal slip for the 
amount desired enclosed, and sent along with 
his signature. Two days later the foreigner 
appeared with another complicated problem 
for solution—he wanted cash and the bank 
had merely sent him a slip of paper. The 
necessary instructions were given for its con- 
version in cash and the Pole departed, mar- 
velling at the advance of banking methods. 


The Personal Perplexities 


OLVING personal perplexities has come 

within the range of the service. 

A woman in Russia lost her son in the 
American expeditionary forces in France. 
Traveling as far as Warsaw to communicate 
with the American authorities to obtain the 
war risk insurance due her, her funds gave 
out and she had to return home. After some 
investigation, however, she learned that the 
remittance had been mailed to her but had 
been pocketed by a man at whose house she 
lived. Another son traveled to Washington 
and laid the case before the Treasury De- 
partment. The agency which had trans- 
mitted the money sent a representative to see 
the mother and offered her one-half of the 
sum pocketed by the man. In urgent need 
of money, she accepted but refused to sign a 
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release before obtaining payment of the full 
amount. 

The man who had taken the payment origi- 
nally remitted had made restitution to the 
agency of the same number of Polish marks 
but, in the meantime, they had depreciated in 
value. The case was laid before the neigh- 
borhood service and through the intervention 
of a Congressman the mother received 
nearly $900 more. 

The trans-Atlantic liner is a sort of ferry 
to the immigrants and their relatives, so the 
bank seeks to obtain accommodations for the 
voyageurs at a reasonable cost and prevent 
them from being exploited by steamship 
agents and money changers. 

A Jewish depositor, about to sail for Pal- 
estine, asked for advice as to the exchange 
problem. An agent had suggested that he 
get pounds for dollars before embarking. 
The bank pointed out that if he did this he 
later would have to use the pounds to buy 
Egyptian money. Cancellation of the order 
with the agent saved him $30. 

A Pole, desiring to bring two relatives to 
America in 1923, had purchased passage on 
a Scandinavian line but the plans were 
changed and the tickets were not used. In 
the meantime the agent from whom the 
tickets had been purchased had failed and the 
Pole feared his money was lost. A com- 
munication was sent by the bank to the 
steamship line and it agreed to redeem the 
tickets. 

A Russian explained that he wanted a 
steamship ticket for a friend in South Rus- 
sia. An agent quoted a price of $160 for 
the passage. The bank obtained accommo- 
dations on the same steamer for $110. In 
many cases it has been possible to save the 
foreigners from being gouged by the steam- 
ship agents for passage overseas. 


Many Little Helps 


HINGS that are simple to a native Amer- 
ican seem complex to many of our for- 
eign-born, and when arrangements are made, 
another friend has been made for the bank. 
A Russian met with an accident and, being 
unable to write or make claim for work- 
men’s compensation, was in a bad way. His 
cousin told the bank of his plight. Applica- 
tion for the claim was filled out so com- 
pletely by the service workers that nothing 
more remained for the man to do but place 
“X,” as his mark on the claim, and have it 
witnessed. 

Practical advice is given in miscellaneous 
legal cases but where the questions asked 
involve legal problems, the applicants are 
directed to a legal agency or to reliable law- 
yers. In many cases the bank is able to 
adjust matters without requiring the aid of 
an attorney. 

The foregoing are merely a few of the 
15,000 cases that were handled by the service 
within a year, but they indicate how one 
bank is putting the human touch in banking 
and doing its bit toward Americanizing by 
humanizing. 


Not So Thrifty 


HE problem of the Emigrant bank is 

somewhat different from that of the 
Bowery because its patrons have been drawn 
more largely from the Irish and German 
emigrants. 

“Banking the emigrants’ money in the case 
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of our bank,” J. J. Pulleyn, president of 
the Emigrant bank said, “differs little from 
banking the dollars of the American. We 
have had a large support from the Irish, the 
German and the other emigrants who have 


readily understood how an American savings 
bank functions. 

“But, unhappily, the sons and daughters of 
the emigrants are not as thrifty as were their 
forebears.” 


The New Comptroller of the Currency 


Joseph W. McIntosh 


N naming the successor to Henry M. 

Dawes as Comptroller of the Currency, 
President Coolidge followed the rule of 
promoting from within the ranks. He nom- 
inated Joseph W. McIntosh, who has served 
as deputy comptroller since 1923. 

The new head of the national banking 
system was born in Macomb, III., on Dec. 23, 
1873. He began his banking career with 
the Farmers’ State Bank of Austis, Neb., 
and engaged in other banking enterprises 
in that state. He managed a department 
for Swift & Co. in Chicago, serving there 
from 1897 to 1905. Mr. McIntosh was ap- 
pointed receiver for the Western Stoneware 


Co. at Monmouth, IIl., later becoming vice- 
president and treasurer of the company in 
1907. 

He was commissioned a major in the army 
and was promoted to a colonel during his 
service overseas as a chief of subsistence in 
France, Italy and the Balkans. A _ Dis- 
tinguished Service Medal was awarded to 
him by the War Department. 

Mr. MclIntosh entered the government 
service as director of finance for the Emer- 
gency Fleet Corporation the operating arm of 
the Shipping Board. He remained at this 
post until May 23, 1923, when he was ap- 
pointed deputy comptroller of the currency. 
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The Credit Union—a Crusader 
Against Usury 


By EDWARD A. FILENE 


This Is a Thrift Agency That Educates Workers and Helps 


Them to Develop into Bank Customers. 
Thinking and Right Voting on Economic Matters. 


A Stimulus to Right 


Often 


Rescues the Innocents from the Clutches of Loan Sharks. 


IRST a supposition. The time to 

defeat a revolution is before it starts. 

I begin with that—not because I be- 

lieve that there is a revolution imme- 
diately impending—but because it is a sound 
doctrine and has a great bearing on the gen- 
eral subject matter of this article. I am 
a shopkeeper. I believe that the modern 
business system, despised and derided by in- 
numerable reformers, will be both the inspi- 
ration and the instrument of the social prog- 
ress of the future; but—I couple with that 
belief an insistence that the modern business 
system be awake to what is going on in 
the world and prove its capacity and its 
worthiness to serve as the instrument of 
progress. 

What makes for revolution? There are 
two elements which make for revolution; a 
germ of discontent finding its origin in some 
social injustice; the development of a de- 
structive social unrest by the unprincipled 
demagogue who knows how to spread ef- 
fectually the germ until it results in a deadly 
epidemic. So I repeat—the time to defeat 
revolution is before it starts, and the way 
to defeat it is to be everlastingly on the 
lookout for germs of discontent and to de- 
stroy these germs before any harm is done. 

Bankers should, therefore, view the credit 
union possibly from a double viewpoint: 
What value has the credit union as one means 
whereby mass discontent or ignorance may 
be corrected? and of what significance to 
the banking system, viewed solely from the 
attitude of the development of the system, 
its expansion and its prosperity, is the credit 
union? 


Voting Power 


N the long run the voters will determine 

what shall be the lines of our economic 
development. Under our system of govern- 
ment they have the ultimate power, and 
the fact that they are not always aware of 
it does not indicate that in the final analysis 
they do not make use of it. The banker and 
the business man have most to fear that 
voters will vote in ignorance. We have 
nothing to fear from truth. If we have, 
we should so change our methods that they 
will stand all the bright light of truth that 
can be flooded in on them. We have much 
to fear, however, from ignorance, from 
prejudice and from misunderstanding. 

The Federal Reserve System, for exam- 
ple, has been accomplishing a splendid pur- 
pose. No one wants to see the Federal 


Reserve Board a partisan board, made up 
of bloc representatives who will pull and 
haul as they attempt to make its adminis- 
tration serve this group or that, rather than 
serve the whole people; yet there is a pres- 
ent threat that this very thing may be at- 
tempted. We all want it to be a non-parti- 
san board. Yet it was created by Federal 
enactment, and its protection and perpetua- 
tion, in final analysis, depend on the confi- 
dence of the voter, and that confidence de- 
pends on the knowledge of the underlying 
principles of sound banking. The time to 
build up that knowledge and that confidence 
in the average voter is before the voter, in 
ignorance and without confidence, is misled 
by some major agitation which has a selfish 
motive in the destruction of the System. 

So with usury. A wage worker who is 
the v:ctim of a usurer is easily, and quite 
logically so, soured against an economic sys- 
tem which so operates that usury is possible. 
Prejudiced against usurious interest, he is 
easily made antagonistic to all interests. 
Wrong interest rates and right interest rates 
get all tangled up in his mind, and he is 
willing to conclude that all interest is wrong. 
The man whose mind has been embittered 
by a credit with usurious interest may easily 
be persuaded that all banking is wrong be- 
cause he knows that banks deal in credit and 
yet, when he needs credit, the only source 
of credit open to h’m is the usurer. All this 
I shall elaborate a bit later. 

Likewise with wild-cat speculation. A 
man or woman who has lost the savings of 
a lifetime by buying worthless stock with 
it has a resulting distrust and disrespect for 
all inve¢tment and the whole economic system 
wh’ch is so much involved with investments. 
Ignorance is no respecter of right as dis- 
tinguished from wrong, because ignorance is 
unable to distinguish clearly between the 
two. 


No Safety in the Mysterious 


DO not believe in the mysterious. How 

much does the average man know about 
“principal” and “interest” and “investments,” 
despite every agency that exists to give him 
information? It is ignorance of these things 
that creates prejudice, and from prejudice 
and misunderstanding come the sort of vot- 
ing that makes for economic chaos. 

I base this article on the supposition which 
I believe every banker and every business 
man will agree with me to be sound, that 
the worker, whether he be wage worker in 
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the city or. agriculturist, should be able to 
save money; that every system which facili- 
tates his saving be encouraged; that there 
should be no usury, and in a great democ- 
racy like our own matters pertaining to the 
management and control of money should 
not be a mystery to the masses of the 
people. 

The credit union, a natural and normal 
supplement to the present banking system, is 
one of many effective ways to promote thrift 
—is about the only really effective method 
devised as yet for the elimination of usury 
as practiced on the wage worker and small 
farmer, and is a means of so educating the 
people that they will understand our eco- 
nomic system, help in its development and 
perfection and protect it with their suffrage. 
I submit further that agencies to accom- 
plish these purposes are of such paramount 
importancé in this country that every such 
agency should receive the hearty indorse- 
ment and support not only of bankers but 
of all citizens who wish to see an orderly 
economic development in the United States. 
I make no claim that the credit union is an 
exclusive agency to accomplish these pur- 
poses. I maintain merely that, after fif- 
teen years of study and experience with 
credit union organization under a wide va- 
riety of circumstances, I have come to the 
conclusion that the credit union, once de- 
veloped on anything like a national scale, 
will exercise a profoundly sane and sober- 
ing influence on the masses of the people, 
at the same time bringing to them that in- 
creasing opportunity for self-development 
which will make for an increasing prosper- 
itv. 


The Beginnings 


VER fifteen years ago I came in con- 

tact with the cooperative savings and 
loan associations, not only in various parts 
of continental Europe, but in India, Egypt 
and other parts of the world. As I became 
increasingly interested, I felt a growing 
amazement at the value of the credit union 
plan as manifested by the Raiffeisen and 
Schulze-Delitzsch societies in Germany, the 
work of Luzzatti in Italy and then the more 
recent pioneering in North America by AIl- 
phonse Desjardins in the Province of Quebec. 
I found that these cooperative societies had 
not only a great economic significance, but 
an equally important social significance. 
They deal not only with concrete things— 

(Continued on page 461) 
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Our Savings Are Prosperity’s 


O nation ever entered a ,period of 
N prosperity with a greater backlog 

of savings than that possessed by 
the United States today at the opening of 
what it is generally hoped will be one of 
our most prosperous business periods. This 
hope is based on sound conditions in our 
political, financial, industrial, commercial and 
agricultural situation. 

One of the most encouraging elements of 
the situation so far is the tendency to pro- 
ceed conservatively in the development of 
business expansion. 

Reports indicate that the public is buying 
in considerable volume, but not extravagant- 
ly, many people apparently being imbued 
with the thrifty idea of getting their money’s 
worth for their purchases. 

In the farming districts the improvement 
of the farmer’s position from good crops 
sold at good prices has led him not into 
headlong expenditures but rather into liqui- 
dation of debt. Bankers whom I meet from 
all parts of the country report that business 
men also have shown no inclination to bor- 
row and speed up their business just because 
money is cheap, with the idea of trying to 
beat general expansion to it, but rather have 
held off until increased activity in business 
*has brought opportunities to apply borrowed 
money profitably in the conduct of increased 
operations. 

Another indication of a sound frame of 
mind on the part of the general public is 
the steady increase in savings. A recent 
compilation made by the Savings Bank Di- 
vision of the American Bankers Association 
showed that in the six years since the war 
our total savings deposits have risen from 
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about $11,600,000,000 to nearly $21,000,000,- 
000, an increase of some $9,400,000,000. The 
total number of savings depositors is re- 
ported at no less than 38,900,000. 

The full significance of this is realized 
only when we visualize savings deposits as 
meaning much more than merely dollars in 
the banks. They really mean an increase in 
the accumulated productive capital of the 
country, since money deposited in the banks 
as savings is promptly applied by the bank- 
ers in the purchase of securities by which 
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Backlog 


plant, railroad and other industrial develop- 
ment is made possible. These figures mean, 
therefore, that the small savings of many 
millions of people, instead of being frittered 
away in the purchase of goods that are im- 
mediately consumed, which involves a de- 
struction of capital, are gathered together 
and applied in the better utilization of capital 
through the upbuilding of industrial equip- 
ment. This means the preservation and per- 
petuation of the country’s physical wealth 
and its application to the production of fur- 
ther wealth more easily and in larger volume, 
resulting in a higher standard of living for 
all classes in the country. 

These tremendous savings figures indicate 
sound habits of thought and practice on the 
part of millions of people in their personal 
economic affairs. This is an asset of no 
small value in appraising our present busi- 
ness outlook. It is, in fact, one of the most 
promising elements in the situation today. 
It means that we not only have the resources 
for prosperity, but also enough common 
sense to make good use of them. 


Strikes and the Tax Burden 


“Since 1913 taxes in both the United 
States and Great Britain have increased 250 
per cent and those in France 300 per cent. 
During the same period the tax burden, or 
ratio of taxes to national income, has in- 
creased 80 per cent in the United States, 107 
per cent in Great Britain and 25 per cent 
in France. Today the tax burden in the 
United States is just half that in Great 
Britain and about two-thirds that in France. 
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The Remedy for Unjust ‘Taxes 


ECENTLY a young newspaper man 
said to me that, after paying his 
regular income tax, he had been as- 

sessed by the bureau an additional item of 
approximately $40. He could not understand 
what it was for, paid it nevertheless, and 
then filed claim for refund. Until this day 
he says his claim is pending, and he is un- 
able to either employ lawyers or tax experts 
or pay traveling expenses to contest his 
claim. 

I quote him: “The poor man is ‘gyped.’ 
The $40 means as much to me as $100,000 
might mean to a rich man or a corporation, 
but I cannot afford to press my suit.” 

That is one complaint, illustrative of thou- 
sands, against the Internal Revenue Bureau 
or the tax collecting machinery of the coun- 
try. It interests me and should, because I 
contend that a government should do every- 
thing in its power to see that justice is done. 
This is particularly true when it puts its 
hands in the pocket of the citizen and ex- 
tracts taxes. This is one thing that the 
committee investigating the Internal Revenue 
Bureau is endeavoring to straighten out. 


small taxpayer gets less opportunity 
to have his differences adjudicated than 
those able to pay experts and high-priced 
lawyers. Injustices are not confined to the 
small taxpayer, however, because many of 
the large taxpayers get incompetent lawyers 
or, in fact, get lawyers and experts when 
neither of them are necessary because they 
could present the case themselves. In other 
cases questions are raised by shrewd men 
which those less shrewd do not raise, and 
in such cases the taxpayer gets credit or 
abatements that others do not get. 

Recently the treasurer of a large mid- 
western corporation visited my secretary. 
He had come to Washington to confer with 
the Bureau of Internal Revenue on a tax 
case which was, in substance, an assessment 
by the Bureau of Internal Revenue of an 
additional $60,000. 

To quote him: “I tried to show the young 
auditor his error. I gave him the books 
and had our auditors go over it with him 
and then with his superior officers in our 
city. We could not satisfy them of the 
justice of our case so I jumped on a train 
and came here. It only required a few hours 
to settle it, as the bureau chief saw the 
erroneous application of the law at once. 
But I spent three days and traveling ex- 
penses to come here to Washington.” 

My secretary then asked him why he did 
not try to handle it by correspondence, to 
which he replied, “Correspondence! I tried 
that two years ago. Before I got through 
with the case, I had had three months of 
correspondence and then I had to jump on 
a train and come down to Washington to 
settle the matter.” 

He further said: “This correspondence 
means more than you think. For example, 
when the first notice came from the bureau, 
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I called in the auditors and we went over 
the facts. Then with the facts assembled, I 
wrote a letter and filed the correspondence. 
About ten days later I got a reply from the 
bureau. I had to get out the file and go 
over the case again and call in the auditors 
to make another reply. And so it went on. 
In a month or so the file got so large it 
took much time to read it and study it. I 
can see, undoubtedly, that my experience was 
being duplicated in the bureau. The auditors 
there no doubt got cold on the case as the 
intermissions came in its consideration. The 
correspondence burden must pile up tre- 
mendously. It did in our office. What must 
it be in the bureau where thousands of such 
cases come? 


66 HAT is the reason for the tremendous 
number of employees in the govern- 
ment service at Washington. That case 
should have been settled in a few hours and 
settled forever right in our home city. The 
facts, the books, everything were right there. 
I cannot see why that system is not worked 
out. It would save money, I believe, and 
certainly it would save money and time for 
the tax-payers.” 
That is typical of the kind of cases that 
are presented to members of Congress, and 


BEN S. PAULEN 


The new Governor of Kansas is Ben S. 

Paulen, president of the Wilson County Bank 

of Fredonia. Mr. Paulen is also President 

of the Kansas Bankers Association. In the 

last election, although he was opposed by 

a farmer for the high office, Governor Paulen 
was the winner 
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they certainly seem just complaints. It is 
up to Congress to find a remedy. The rem- 
edy seems to be in decentralization of the 
administration of the tax law. There seems 
to be no sound reason why these tax mat- 
ters cannot be settled in the collection dis- 
trict in which they are located. The Wash- 
ington office could, by a traveling board of 
auditors, check up the collection divisions 
to see that there was, as much as possible, 
uniformity ia handling the work and that 
honesty prevailed and justice was done to 
the taxpayer and to the government. 

Oh, you will hear opposition to decentrali- 
zation, but a large part of it will be sel- 
fish because of the bureau officials desiring 
to live in Washington. You will hear oppo- 
sition from real estate owners in Washing- 
ton and from merchants, and more than ever 
from tax lawyers and tax experts located 
in Washington, whose entire existence de- 
pends upon the fees they receive from the 
taxpayers. I do not think these are sound 
reasons and certainly they should not pre- 
vail against all the interests of the tax- 
payers. 

The Senate Committee, I am sure, is in- 
terested in getting the facts and in present- 
ing a plan which will greatly improve the 
present condition. Some of our citizens, 
and particularly some of the press, at the be- 
ginning of this investigation questioned the 
motives behind the inquiry. This conclusion 
was largely reached because the Secretary 
of the Treasury and I had some correspon- 
dence relative to the Secretary’s tax pro- 
posals. This controversy in itself suggested 
to nearly everyone in the country, who had 
a complaint against the bureau, to write 
to me and ask that his case be looked into, or 
they wrote suggestions as to how the service 
might be improved. While these were all 
foreign to the controversy that the Secretary 
and I were having, yet they did appeal, as 
they should have to any public official, that 
something ought to be done to improve con- 
ditions. It was these complaints which in- 
spired the inquiry into the Bureau of Internal 
Revenue. 


Leagan this inquiry we are confident 
we are going to help the taxpayer and 
the government. It is not my intention here 
to enter into any convictions I may have 
as to what ought to be done, but rather to 
remain in a judicial attitude until all the 
facts are presented. My colleagues on the 
committee are of the same mind. 

There is also much public criticism against 
the enforcement of the Prohibition Law, and 
the committee is now engaged in investigat- 
ing the prohibition unit of the Internal Reve- 
nue Bureau. 

All kinds of charges of inefficiency and 
dishonesty have been made, and they should 
be probed to the bottom. There certainly 
could be no danger in letting the light in 
and securing all the facts for public and for 
Congressional consumption. 
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Is Mexico on the Road to 
Economic Recovery? 


By G. BUTLER SHERWELL 


Socialistic Tendencies a Factor to Be Considered. Agrarian 


Laws Upsetting to Property Titles. 
Have a Political Side. 
Revealed by Recent Statements. 


EXICO is again in the spotlight. 

A new President has just taken 

the place of General Alvaro 

Obregon, and those socially or 
financially interested in that country are 
awaiting developments. The following is 
an analysis of the principal economic and so- 
cial factors affecting the Republic of Mexico 
in which consideration will be given only 
to the facts as they are at present. 

The present favorably-commented-upon 
Situation is a consequence of the presi- 
dential elections. The statement has re- 
peatedly been made in the American press 
that for the first - 
time in fourteen 
years Mexico has 
had a peaceful trans- 
mission of power. 
The writers of these 
articles apparently 
had in mind only the 
fact that it is custom- 
ary in Mexico to see 
a victorious revolu- 
tionary power obtain 
the presidency by 
crossing the bridge 
opened by an “oper- 
atic” president ad in- 
terim. In the pres- 
ent case Mr. Calles 
did not lead a. revo- 
lutionary faction, nor 
did he overthrow his 
predecessor, hence 
the assertion that 
there has been a 
peaceful transmission 
of power. The fact 
must be taken into 
consideration, how- 
ever, that in order 
that this “peaceful 
transmission” might 
take place, General 
Obregon had to sup- 
press a_ powerful 
armed movement with the aid of a foreign 
government. 


HERE are two classes of people in every 
country: Those who have acquired or 
hope to acquire by industry or fortunate spec- 
ulation something more than daily subsis- 
tence, and those who have not acquired or 
feel unequal to acquiring anything in a strug- 
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gling world and who seek in governmental 
dispensation some equalization of the good 
things of life. In the United States those who 
have or hope to have substance outnumber 
those who. do not have or do not hope to 
have anything by ordinary human effort in 
competition with their fellow men. A di- 
rectly opposite picture is presented in Mex- 
ico, and ever since the beginning of the Car- 
ranza revolution, the past administrations of 
Mexico have persisted in advocating the 
most radical of the socialistic policies impair- 
ing private property rights. 

Many of the present ‘authorities on Mex- 


President Calles pictured between President Coolidge and former President Taft. 
Secretary of the Treasury Mellon is on the extreme left, and Manuel Telles, 
Mexican Chargé d’Affaires, at Washington, on the right. 


ico” are grossly misled concerning the peo- 
ple of that country by the types that they 
see in Mexico City. The country as a whole 
is not Madero Street. 

It is difficult to understand how it will be 
possible for the present Administration of 
Mexico to uplift the masses of that country 
if the most fundamental theories of the rights 
of property are disregarded. So far the 
principal efforts toward social uplift in Mex- 
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Labor Problems Said to 


The Condition of Public Finances as 
the Currency. 


ico have been confined to the division of 
lands under the agrarian laws at any cost, 
one item oi cost being the loss of the friend- 
ship of a powerful country. 

The ability displayed by the former ad- 
ministration to shift the burden when called 
upon to explain its socialistic acts is re- 
markable. When Mr. Cummins, the British 
Charge d’Archives, sought to obtain protec- 
tion against injury and robbery for a Brit- 
ish subject, a woman, he was expelled on 
the grounds that Mexico had been insulted. 
When, after having obtained American 
recognition, the Government of Mexico 
found it convenient to 
suspend payments on 
the service of its for- 
eign debt, the blame 
for this action was 
not assumed by the 
government, but was 
attributed to misrep- 
resentations of the 
former Minister of 
Finance to sheer ig- 
norance on the part 
of the American As- 
sociation of Oil Pro- 
ducers in Mexico, 
and to bad faith and 
lack of cooperation 
on the part of the 
International Com- 
mittee of Bankers. 

Every governor of 
every state has his 
own system of ruling, 
dictated by his own 
conception of social- 
ism. Most of the 
governors of the 
northern states, for 
instance, have made 
public the fact that 
they are dedicated to 
the socialization of 
their respective states 
and their industries. 
One of the recently elected governors made 
the statement that during his four year term 
of office he will leave no stone unturned in 
putting into effect his socialistic ideas, and 
that nothing but political pressure from the 
central government could interfere with his 
program. He stated also that he had but 
little time or patience for laws, and that it 
was not his intention to waste time in mak- 
ing laws. 
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Perhaps the best illustration of the result 
obtained by the different state governors in 
their efforts to bring social reform to their 
respective states is found in the case of Yu- 
catan. Ever since the establishment of a 
socialistic form of government there, public 
utilities are in unsatisfactory conditions. 
The streets of the various towns, Mérida in- 
cluded, are in a state of abandon, the high- 
ways are next to impassable, and railways 
are badly in need of repair. It is reported 
that salaries of public employees are in 
arrears. 


Property Rights 


ITLE and actual possession of property 
in Mexico are unsettled under the agra- 
rian laws of that country. A new device 
adopted in Mexico consists of the so-called 
military colonies. It appears that the pol- 
icy is to hold the laborer as a military sup- 
porter of the government by giving him 
property seized by the latter without pay- 
ment to the owners. Public support in min- 
ing and manufacturing districts depends on 
organized labor, which the government con- 
stantly supports in strikes for higher wages. 
It is hardly possible to expect an immediate 
economic improvement in Mexico if owners 
are continued to be deprived of their prop- 
erty, and continued 
strikes for higher 
wages must reach-a 
limit beyond which 
industry cannot con- 
tinue to exist. 

The labor situa- 
tion in Mexico pre- 
sents a most unsatis- 
factory aspect. The 
different laws at 
present in force in 
several states have 
_ compelled industries 
to cease operations 
or to work on a very 
narrow margin of 
profit. In some states 
laws have created 
Councils of Arbi- 
tration and Concili- 
ation which are em- 
powered to settle dif- 
ficulties between cap- 
ital and labor. Cap- 
ital, however, has 
very little to say in 
the settlement of a dispute. In the most im- 
portant mining state of the North, for in- 
stance, the new laws practically prevent 
companies from discharging a man for good 
cause, without being hauled up before the 
council and heavily fined. 

The labor situation in Mexico is entirely 
political. Agitation is either promoted or 
permitted by the government, which ap- 
pears to be intent on keeping the support of 
organized labor by constantly aiding it in 
its efforts to secure increased compensation 
and control of industry. 

Regarding agricultural enterprises, the en- 
forcement of the laws for the gift of com- 
munal lands to villages has brought about 
a condition bordering on terrorism in the 
rural districts. Under such conditions it is 
only natural that immigration into Mexico 
has almost ceased. Instead of immigration, 
a general migratory movement towards the 


American cotton fields has been noticed in 
the northern states. It is very significant 
that according to recent estimates the popu- 
lation of Mexico has decreased by 2,000,000 
inhabitants in the last decade. 


Public Finances Follow the 
Same Curve 


UBLIC finances in Mexico have followed 

the same curve as the economic and politi- 
cal situations. Not since June, 1923, has the 
government of that country published a 
statement regarding actual revenues and ex- 
penditures. In November of that year the 
announcement was made that the govern- 
ment was bankrupt and that it was obliged 
to suspend the payment upon some 30,000,000 
pesos in current obligations. 

The next statement of importance was 
made in the July 1, 1924, issue of the official 
paper of Mexico, declaring a temporary sus- 
pension of service on the public debt. The 
relative decree pointed out that the de la 
Huerta-Lamont agreement was entered into 


A panoramic view of the circle in Mexico City 


with the understanding that Mexico was to 
secure a further loan for the establishment 
of the “Banco Unico,” a central bank, and 
for other purposes. Due to the fact that the 
loan was not forthcoming, it stated further, 
to the unusual expenses incident to the revo- 
lution, and the strained financial condition 
of the Federal government, it had been 
found necessary to use all available funds 
for current needs, and the de la Huerta- 
Lamont agreement was temporarily sus- 
pended. 

The next official statement regarding the 
financial situation of Mexico was _ con- 
tained in the Presidential message deliv- 
ered on September 1, 1924, in the form of a 
report from the Secretary of the Treasury. 
It tells very little about the actual financial 
conditions of the Mexican Government. No 
statement of actual revenues or actual ex- 
penditures is made. 
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The report covers the period from Sep- 
tember 1, 1923, to September 1, 1924, and 
opens by stating that upon taking charge on 
September 26, 1923, the Secretary of the 
Treasury made a study of the conditions in 
which he received the public treasury and 
which were as follows: 

The fiscal situation at that time disclosed 
that the accounts of the Federal Treasury 
showed a deficit in September of 37,224,878 
pesos, which a careful revision later raised 
to 41,378,985 pesos, without including in this 
certain debts which were inherited from 
previous administrations. This condition, the 
report said, was not caused by unforeseen 
circumstances but was the natural and logi- 
cal consequence of an accumulation which 
had been taking place day by day during the 
first nine months of 1923, during which the 
monthly expenses exceeded the income by 
about 3,000,000 pesos per month, due to a 
systematic pilfering of the public treasury. 

Efforts made toward rehabilitation of the 
finances, the report continues, were ruined 
by the revolution, which broke out in Vera 
Cruz on December 5. The withdrawal of the 
de la Huerta majority made it possible for 
the Chamber of Deputies to annul on Jan- 
uary 15, 1924, the decree of November 22, 
1921, according to which there was again 
brought into full force the decree of May 

8, 1917, whereby 
the authorization re- 
verted to the execu- 
tive power to legis- 
late in the matter of 
the budget. 

To sum up, the 
amounts authorized 
by the budget of ex- 
penses for 1924 
amounted in pesos 
to: Salaries and ex- 
penses, 224,075,643; 
Public debt, 73,875,- 
261; total, 297,950,- 
904. 

The message stated 
that, although the fis- 
cal regulations of 
the Federation are 
antiquated and defec- 
tive, it was not con- 
sidered advisable to 
reform them under 
present abnormal cir- 
cumstances, but some 
modifications were 

introduced in making up the budget for 
1924, these tending first to suppress items 
which were unproductive and _ second, 
to restore the balance of the budget, by 
resorting to the inevitable expedient of in- 
creasing certain taxes and creating others. 
In making up the budget the proceeds of the 
income tax were not considered, as it was 
felt that it would be some time before this 
would have any appreciable effect because 
of the difficulties of starting such a tax. 
Based on a study of the changes effected, 
the estimate was made that the total amount 
of income for 1924 would be 290,273,390 
pesos. 

If, therefore, the authorized expenses 
amounted to 297,950,904 pesos and the in- 
come was placed at 290,273,390 pesos, this 
will leave a deficit of 7,677,513 pesos. 

Regarding the public debt of Mexico, the 
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A Survey of Branch Banking 


The Federal Reserve Board Reveals that United States Now Has 


2233 Branch Institutions. 


More Than Half of Parent Banks 


Operate Branches in Home City Only. Development Here Not 
Comparable with Foreign Countries. 


SURVEY of the growth of branch 
banking in the United States, just 
completed by the Federal Reserve 
Board, reveals that the nation has 

2233 branch banks. The last few years 
have witnessed an appreciable increase in 
the number of branches, for there were 
hardly more than a thousand branch offices 
in 1920. Thus far, the report shows, the 
practice has been largely confined to the 
opening of branches in the home city of 
the parent bank, as nearly two-thirds of 
the additional offices set up come within 
these limits. 

California stands 
out as the state: in 
which branch banking 
has been most highly 
developed, the survey 
showing that there are 
538 branch banks in 
operation there. New 
York ranks second with 
359 and Ohio third with 
203. In Michigan 
there are 332 branch 
offices or agencies, the 
law not permitting the 
banks to operate branch 
banks. While the Uni- 
ted States is notable 
for its independent unit 
banking system, under 
the present administra- 
tive practice and legis- 
lative enactment, it 
would be possible for 
banks to extend their 
branch banking activi- 
ties in twenty states and in the District of 
Columbia. , 


High Lights on Branches 


AY analysis of the whole situation led 
the Federal Reserve Board to make a 
few interesting observations. 

The 681 banks operating branches have 
approximately one-third of the aggregate 
resources of all the banks, so “banks oper- 
ating branches are in the main banks of 
relatively large resources.” ° 

More than half of the parent banks in 
the several states are operating only 
branches located in the home city or in 
the territory contiguous thereto. No bank 
iocated in a city having a population of 
more than a million people has yet set up a 
branch outside of the municipal limits. 
Only three of the 284 parent banks located 
in cities of 100,000 or more population 
operate outside branches. 

Of the 310 banks operating branches out- 
side the home city, 118 were comparatively 
small banks with resources of less than 


$1,000,000. The report comments that “so 
considerable a number of relatively small 
banks, presumably banks located in the 
smaller cities and towns, are operating out- 
side branches.” 


Federal Reserve’s Policy 


HUS far, branch banking has been con- 
fined largely to a one-branch system. 
More than half of the banks running branches 
have only one branch, while more than 
five-sixths are individually operating not 
over four branches. Only sixteen banks in 


Bronch honking authorized 
No provision for branch banking 
£224 Branch honking prohibited 


the country have a network of twenty or 
more branches. 

In defining its policy with respect to 
branch banking, the Federal Reserve 
Board recites that its problem from the 
outset “was not one primarily involving 
the relative merits or demerits of branch 
banking as compared with independent 
unit banking, but was rather a problem of 
developing an administrative policy which 
would in a measure eliminate what was 
conceived to be an inequitable discrimination 
among member banks in the exercise of 
branch banking privileges.” Pointing out 
that it has no power to restrict branch 
banking under state laws, except by im- 
posing restrictive conditions upon such 
state banks as seek to join the System, 
and reciting that national banks by Federal 
law are barred from operating branches, 
except those acquired by merger with state 
institutions and branches established under 
state laws prior to nationalization, the 
Board admits that it can, through prescrib- 
ing conditions of voluntary membership in 
the System, directly affect the branch bank- 
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Limited to 20 States. 


ing privileges of only a comparatively small 
number of state banks. 

“In June, 1924, of the 1570 state member 
banks, approximately one-half were located 
in states which do not permit branch bank- 
ing and since the Board would, of course, 
have no authority to confer branch bank- 
ing privileges upon any state member banks 
located in a state which did not permit 
its own institutions to exercise such privi- 
leges, any branch banking regulation formu- 
lated by the Board could, in fact, affect 
only some 700 or 800 banks located in 
states which permit branch banking out of 

the total of 28,468 
banking institutions in 
the country,” it stated. 
Epitomized, the Board 
defines its policy as one 
of “permitting the 
states to determine 
what branch banking 
privileges should be ex- 
ercised by state institu- 
tions within the Federal 
Reserve System—inso- 
far as the exercise of 
such privileges violated 
no principle of sound 
banking—and, on the 
other, a policy of rec- 
ommending to Con- 
gress amendatory legis- 
lation liberalizing na- 
tional bank charters.” 
The majority of 
banks with branches 
have resources rang- 
ing above $1,000,000. 
it is related. Of the 681 institutions en- 
gaging in this type of banking, 371 run 
branches only in their home cities, while 
there are 310 banks with outside branches. 
Classified by the amount of their resources, 
it is shown that the largest banks tend to 
confine their activities to the home cities. 

Classified by resources the situation is: 

Branches 
Branches Outside 
In Home Home 

Cities Cities 

9 118 


174 145 
187 45 


. No report was received on three banks included 
in the totals. 


Resources Total 


Small Towns Figure 


‘7 HILE branch banking is more preva- 
dent in the large cities than in the 
smaller towns, the survey shows that there 
are 721 branches in towns having a popu- 
lation of 25,000 or less. A_ surprising 
revelation was that 27 banks, operating 33 
outside branches, were located in towns of 
less than 500 people. Nine of the branches 
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were located in cities larger than the parent 
institution. 
An analysis of branches, according to 


population, shows: 
Branches 
Branches Outside 
In Home Home 
Population of Cities Total Cities Cities 


Under 2,500 6 
2,500 to 25,000 5 50 
25,000 to 100,000 178 123 
100,000 to 1,000,000.... 904 
1,000,000 and over 380 
No report wee 

It is pointed out that only three of the 
284 parent banks located in cities of 100,- 
000 or more population operate outside 
branches, 


Tracing the Growth 


N tracing the growth of branch banking, 

the Federal Reserve Board admits that 
accurate statistics are not available inas- 
much as there is no data showing branches 
which were established and discontinued 
prior to last June. Reliable figures are 
given, however, showing the branches of 
national and state banks. Up until 1870, 
there was just one branch bank. In the 
period from 1880-84, the first branch of a 
federally chartered institution came into 
being. At the beginning of this century, 
there were just 60 branches—five national 
and 55 state banks. Of the 2095 branches 
for which date of establishment is reported, 
1633 have been opened up since the Federal 
Reserve Act went into effect. 

From 1900, the growth of branch banking 
is shown in the following table, giving the 
number of branches under the Federal and 
state chartered systems: 


Year Total Branches National Banks State Banks 


State banks, members of the Federal Re- 
serve System, were operating 1137 branches 
on last June 30, while non-member state 
banks had 848 branches. 


How States Stand on Branch 
Banking 


Sore banking is expressly prohibited 
in Colorado, Connecticut, Idaho, II- 
linois, Missouri, Nevada, New Mexico, 
Texas and Utah. While express statutory 
prohibition is lacking, branches are not per- 
mitted in Iowa, Kansas, Montana, New 
Hampshire, North Dakota, Oklahoma, South 
Dakota, Vermont and West Virginia. 
Branches established prior to the passage 
of laws outlawing this practice permit the 
existence of 44 branches, as follows: Ala- 
bama, 5; Arkansas, 2; Florida, 1; Indiana, 
4; Minnesota, 3; Nebraska, 2; New Jersey, 
14; Oregon, 1; Washington, 5, and Wiscon- 
sin, 7. 

Thus, branch banking is restricted to 20 
states and the District of Columbia. Wyom- 
ing had no branches in operation last June 


although there was no legal barrier against 
them, while the number reported for the 
others ranged from 12 in Kentucky to 538 
in California. 

“While in the country, as a whole, branch 
offices of banks constitute only 7.3 per cent 
of the total number of bank offices—includ- 
ing in this total of 30,701 the 27,787 inde- 
pendent unit banks, the 681 head offices of 
parent banks, and the 2233 branches—it 
may be noted that in a number of states 
and for state member banks, as a class, the 
proportion of branches to total offices is 
much more considerable,” the Board set 
forth in its survey. “In the case of state 
member banks branches constitute 42 per 
cent of total offices maintained by this class 
of banks, which ‘include 1379 unit banks, 
191 head offices of branch banks, and 1137 
branches. In California the number of unit 
banks in June was 576, of head offices 99, 
and of branches 538, giving a total of 1213, 
of which branches constituted 44.4 per cent. 
While no other state shows so high a pro- 
portion of branches to total bank offices, the 
proportion shown in a number of states is 
sufficient to indicate that branches consti- 
tute an important part of the banking ma- 
chinery of these states. Michigan, for ex- 
ample, reported 332 branch offices, the num- 
ber of head offices of branch systems being 
63 and of unit banks, 655. New York re- 
ported 359 branches, 74 head offices and 898 
unit banks; Ohio, 203 branches, 51 head of- 
fices and 1056 unit banks; Louisiana, 93 
branches, 34 head offices, and 217 unit banks; 
Maryland, 72 branches, 23 head offices, and 
210 unit banks: Arizona, 20 branches, 6 
head offices, and 57 unit banks.” 


Practice Somewhat Limited 


66 HEN account is taken of the states 
which do not permit branch bank- 
ing, and of those in which the number of. 
branches is inconsiderable, it becomes ap- 
parent that the area in which branch bank- 
ing has attained even such a degree of im- 
portance .. . is embraced in a rather small 
minority of the states,” the Board stated. 
Statistics, showing branch banks by states, 
were given as follows: 


Outside 
InHome Home 
City City 


Total 


State Branches 


State-wide branch banking 
permitted: 


Arizona 

California 

elaware 18 
District of Columbia 19 
Georgia 53 
Maryland 

North Carolina...... 
South Carolina...... 
Rhode Island 

Tennessee 

Virginia 

Wyoming 


Branch banking restricted 
as to locality: 


Louisiana 
Maine 
Massachusetts 
New Y 


Branch offices or agencies 
permitted but not branch 
banks: 


Kentucky 
Michigan 
Mississippi 
Pennsylvania 


Of the state banks with branches, 848 


were outside of the Federal Reserve Sys- 
tem. 


Development Not Comparable 
to Foreign Countries 


) iy commenting upon the extent of branch 
banking in the United States, the Board 
said: 

“One outstanding feature of banking de- 
velopment in the United States is found in 
the failure of branch banking to develop in 
any measure comparable with the develop- 
ment in other countries. The relatively small 
number of banks operating branches—681 
out of a total of 28,468 national and state 
banks in the country as a whole—is, of 
course, accounted for in part by Federal and 
state legislation prohibiting branch banking. 
But even within the jurisdiction of states 
which have never imposed restrictions upon 
banks in the matter of establishing branches, 
the development of branch banking has been 
to date. generally inconsiderable. Among the 
states which freely permit state-wide branch 
banking are Wyoming, none of whose 79 
state banks operate branches; Georgia, with 
only 19 banks operating branches out of a 
total of 562 state banks; Delaware, with 5 
branch banks out of a total of 27 state in- 
stitutions; Arizona, with 6 out of 44; 
Maryland, with 21 out of 148; North Caro- 
lina, with 39 out of 471; South Carolina, 
with 7 out of 330; Tennessee, with 19 out of 
461; and Virginia with 24 out of 341. 

“Even in California, which among all the 
states has experienced the most considerable 
development of branch banking, there were 
in June, 1924, 576 independent unit banks, 
the number of banks operating branches be- 
ing 99, and the proportion of unit to branch 
banks nearly 6 to 1. Of the unit banks 326 
were operating under state charters impos- 
ing no restrictions upon the exercise of 
branch banking privileges, and 250 were na- 
tional banks. Of the 99 banks operating 
branches, 15 operating 29 branches were na- 
tional banks and & operating 509 branches 
were state institutions. 

“The predominance of California over 
other states in the matter of branch banking 
is apparent in the summary figures, 99 of 
the 681 banks operating branches in the 
country as a whole, and 538 of the 2233 
branches in operation in June being in this 
state. One member state bank in California 
was operating 88 branches, which was the 
largest number of branches found organ- 
ized in a single system in the country, the 
largest branch system outside California be- 
ing that of a member state bank in New 
York City, which reported 57 branches, all 
located within the city limits. But more 
than half of the California banks operating 
branches—53 out of 99—were operating only 
1 branch each, and only 13 of them were 
operating 5 or more branches. 

“These figures seem inconsiderable in com- 
parison with those for foreign branch sys- 
tems, which in individual instances number 
hundreds and even thousands of branches. 
While our banking system is, outside of 
California, predominantly one of indepen- 
dent unit banking, it is far from being a 
uniform system imposed upon the states by 
Federal legislation. Rather it is a com- 
posite of 48 different systems. As regards 
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1924....... 2,233 248 1,985 ee 
1923.....-. 1,882 200 17682 
1,602 136 1;466 
1921....... 1,211 65 1/146 
1,052 56 996 
1919....... 857 44 813 
1918....... 754 42 712 
1917....... 696 40 656 
1916....... 626 39 387 
31 534 
1914....... 507 18 489 
1913....... 462 16 446 
1912....... 416 13 403 
360 12 348 
1910....... 329 12 317 
1905....... 166 7 159 
1900....... 60 5 55 
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(16) Melvin A. Traylor. 


Walter Lichtenstein. 


Prospects of Expanding Prosperity 


Administrative Committee, American Bankers Association, 
Meeting in Washington, Found that the Consensus of Opinion 
on Business Conditions is that there is an Era of Prosperity 
Ahead and that Optimism is Tempered by Judicious Caution. 


EVERTING to a former custom, the 
Administrative Committee of the 
American Bankers Association held 
its annual winter meeting in Wash- 

ington, D. C., December 11. During the 
course of the session the Committee ad- 
journed for a brief noon-day call on Presi- 
dent Coolidge. A two-day meeting was 
scheduled, but through expeditious handling 
of the large amount of business presented 
and by prolonging the session until late at 
night, it was possible to complete the Com- 
mittee’s work in a single day. 

Those who attended the meeting were the 


following members of the Administrative 
Committee: William E. Knox, President 
Bowery Savings Bank, New York City, 


Chairman; Joshua Evans, Jr., Vice-Presi- 
dent Riggs National Bank, Washington, D. 
C.; W. C. Gordon, President Farmers Sav- 
ings Bank, Marshall, Mo.; Harry J. Haas, 
Vice-President First National Bank, Phila- 
delphia, Pa.; Alvin P. Howard, Vice-Presi- 
dent Hibernia Bank and Trust Co., New 
Orleans, La.; R. E. Harding, Vice-President 
Fort Worth National Bank, Fort Worth, 
Tex.; Walter W. Head, President Omaha 
National Bank, Omaha, Neb.; Edgar L. 
Mattson, Vice-President Midland National 
Bank, Minneapolis, Minn.; Lucius Teter, 
President Chicago Trust Company, Chicago, 
Ill.; Melvin A. Traylor, President First 


Trust & Savings Bank, Chicago, Ill.; Oscar 
Wells, President First National Bank, Bir- 
mingham, Ala. 

The Chairmen of the Commissions who 
were present were the following: John H. 
Puelicher, Public Education, President Mar- 
shall & Ilsley Bank, Milwaukee, Wis.; Fran- 
cis H. Sisson, Public Relations, Vice-Presi- 
dent Guaranty Trust Company, New York 
City; Burton M. Smith, Agricultural, Presi- 
dent Bank of North Lake, North Lake, 
Wis.; and Evans Woollen, Economic Policy, 
President Fletcher Savings & Trust Co., In- 
dianapolis, Ind. 

The Presidents of the Sections were also 
invited and C. W. Allendoerfer, Clearing 
House, Vice-President First National Bank, 
Kansas City, Mo.; William F. Augustine, 
State Secretaries, Secretary Virginia Bank- 
ers Association, Richmond, Va.; and E. V. 
Krick, American Institute of Banking, Mer- 
cantile Trust Company of California, San 
Francisco, Cal., were in attendance. The 
members of the Headquarters Staff who at- 
tended the meeting were as follows: F. N. 
Shepherd, Executive Manager; T. B. Paton, 
General Counsel; W. G. Fitzwilson, Secre- 
tary and Assistant Treasurer, and J. F. 
Clyne, Secretary to Executive Manager. 

The bankers present at the meeting of the 
Committee represented opinion from all sec- 
tions of the country on the business outlook 
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and they generally expressed the belief that 
an era of expanding activity is ahead. These 
views were summarized by President Knox 
who said, in response to queries from the 
press: 

“The members of the Administrative 
Committee of the American Bankers Asso- 
ciation report a general confidence in the 
sound conditions of the country, with pros- 
pects favorable for expanding prosperity. A 
particularly encouraging sign is that this 
spirit of optimism is tempered by an attitude 
of judicious caution. The lessons of other 
periods of business expansion which finally 
became dominated by speculation resulting in 
an inevitable collapse have not been forgot- 
ten. 

“If this attitude continues we may look 
for a sustained era of well-distributed pros- 
perity which will benefit all classes in our 
country. The bankers for their part are 
committed to exert their influence on the 
side of sound, orderly business and indus- 
trial progress.” 

Among the business transacted by the 
Committee was discussion of the place for 
holding the next annual convention and the 
decision to hold the Spring Meeting for 1925 
at the Bon Air-Vanderbilt Hotel, Augusta, 
Ga., April 20 to 23. The decision as to the 
place for the convention was left with a spe- 
cial sub-committee. 


EXECUTIV ICE 
(6) Edgar L. 
(23) David B. } 


by 
|| 


TIVIBICES AT THE WHITE HOUSE, WHERE THEY WENT TO PAY THEIR RESPECTS TO PRESIDENT COOLIDGE 


(7) W. C. Gordon. 
) WW. Head. (18) Francis H. Sisson. 


(8) Alvin P. Howard. 
(19) Lucius 


B. § (24) Harry J. Haas 


The following report was presented by 
Vice-President Oscar Wells, Chairman of 
the Committee on Coordination, and ap- 
proved: “It is the sense of this Committee 
that, while coordination among the various 
activities of the Association is an element 


Protection for Banks 


HE American Bankers Association has 

published a pamphlet “Stepping Ahead of 
the Bank Crook” which banks may use with 
profit to themselves and to their customers. 
Written by James E. Baum, manager of the 
Protective Department, the booklet’s value 
to banks lies in the fact that it furnishes an 
attractive, economical and effective way to 
pass on to the customers and to the public 
information which will protect both the cus- 
tomer and the banks from acts of the crimi- 
nal element. Among other things the pam- 
phlet contains thirteen rules the use of which 
will foil the criminals who operate with 
checks. The Association:-sells the pamphlets 
in lots of 100 or more at cost and will im- 
print on the cover the name of any bank. 
Every mail is bringing in orders from banks 
in all parts of the country who, recognizing 
the preventive value of the information it 
contains, are ordering in quantity for free 
distribution to their customers. One bank 
has asked for permission to translate the 
subject matter into foreign languages for the 
benefit of immigrant customers. Other banks 
see in the booklet a code of warnings that 
should go into their advertisements for the 
protection of their communities. 


Annual Trust Companies Banquet 


The fourteenth annual banquet of the 
Trust Companies of the United States will 
be held at the Hotel Commodore, New 


(9) R. E. Harding. 
Teter. 


(10) Joshua Evans, Jr. 


(20) Executive Manager, F. N. Shepherd. 


greatly to be desired and at all times to be 
promoted, to be effective it must come 
through the process of evolution, and it 
seems wise now to continue the present divi- 
sional lines as provided in our Constitution. 
We recommend that the officers of the Asso- 


York City, Thursday evening, Feb. 19, 1925. 
The speakers will be Sir Henry Thornton, 
chairman and president, Canadian National 
Railways and President Ernest Martin Hop- 
kins of Dartmouth College. 


Journal Subscription Rates 


HE special subscription rate accorded 

to members of the American Institute 
of Banking has been abolished by action of 
the Administrative Committee, and_here- 
after there will be but one rate for all— 
$3 per year for one year subscriptions, or 
$7.50 for a three-year subscription. The 
withdrawal of this rate does not, however, 
affect A. I. B. subscriptions now in force. 
Their status is not changed until the ex- 
piration of one year from the date of en- 
try of such subscriptions, at which time 
the $3 rate becomes effective for them. 


Convention Calendar 


STATE 
DATE ASSOCIATION PLACE 
May 7-9 North Carolina Pinehurst 
May 19-20 Missouri 
May 20-23 California Santa Barbara 
June 15-17 Iowa Dubuque 
June 22-24 New York Ithaca 
OTHER ASSOCIATIONS 
Apr. 20-23 Spring Meeting, Executive 


Council, A. B. A. 
Augusta, Ga. 
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(11) Burton M. 


Smith. (12) C. W. 
(21) J. F. Clyne. (22) Dr. 


ciation, the presidents of the divisions and 
sections and the chairmen of commissions 
and committees be requested to continue their 
efforts toward greater unity and harmony of 
action. We further recommend that the 
Committee be discharged.” 


National Thrift Week 


HE week of Jan. 17 will be National 

Thrift Week. Fostered by the Y. M. 
C. A. in cooperation with 48 other organi- 
zations, a national movement to inspire 
thrifty living will be made all over the 
country during the seven days. 

Each day will have a purpose featuring 
it, but the whole movement is based on 
the principle that thrift is a fundamental 
of success, prosperity and happiness. Jan. 17 
will be Pay Bills Promptly Day. The other 
days designated are Jan. 18, Share with Oth- 
ers Day; Jan. 19, Bank Day; Jan. 20, Life 
Insurance and Make a Will Day; Jan. 21, 
Own Your Own Home Day; Jan. 22, Make 
a Budget Day, and Jan. 23, Safe Invest- 
ments Day. 

The movement is promoting this 
Point Success Creed: 

Work and Earn 

Make a Budget 

Record Expenditures 

Have a Bank Account 

Carry Life Insurance 

Own Your Home 

Make a Will 

Invest in Safe Securities 

Pay Bills Promptly 

Share with Others 

The week begins on Jan. 17—the birthday 
of Benjamin Franklin, the American apostle 
of thrift. 


Ten- 
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Some of the Major Problems 


By JAMES E. CLARK 


HE change in transportation meth- 

ods which has been going on under 

everybody’s eyes has been concealed 

in part by the needs of a general 
business advancement. The magnitude of 
the change is revealed by the proposal of 
the Boston and Maine Railroad to abandon 
1000 miles of track. 

The railroad has been hit hard by the 
development of the bus and motor truck 
lines and by the private ownership of mo- 
tor vehicles, which have made multitudes, 
once dependent upon steam lines, now inde- 
pendent of railroads and their time tables. 
Along with,this competition in communities 
where railroads once had an absolute mo- 
nopoly on the business came Federal and 
state regulation and standardized wages and 
hours. In the long run it is probable 
that either the motor or the law-making 
alone would have been sufficient to drive cer- 
tain lines to the wall, but these two con- 
ditions formed the upper and the nether 
millstones between which the business has 
been ground. 

But the proposal of the Boston and Maine 
Railroad marks, it is hoped, merely a turn- 
ing point in the history of transportation; not 
a decay in railroading (for there is nothing 
on the horizon to indicate that any other 
agency can do for us all that the railroads 
are doing), but a readjustment in transporta- 
tion which will enable a great system to 
keep pace with the requirements of its ter- 
ritory where business development is pos- 
sible, and the adoption of new methods in 
those parishes where the old methods are 
no longer applicable. 

In the industrial world the adoption of 
labor-saving machinery is imperative to meet 
competition and to give the consuming pub- 
lic the benefit of lower prices. In the de- 
velopment and the adoption of improved 
methods railroads have always been in the 
forefront of the progressives. The pres- 
ent experience of the Boston and Maine 
suggests that the railroads may here and 
there be obliged to go outside of what has 
been considered to be strictly railroad work 
if they are to keep their places in the sun. 

How radical is the change that is proposed 
is revealed when it is recalled that the 
system has a total of 2450 miles of road 
and is, therefore, ready to abandon 40 per 
cent of its total because the management 
has found that these 1000 miles have carried 
but 3 per cent of the system’s traffic. 

The magnitude of the change is shown 
also by reference to the speed with which 
lines were constructed in the beginning of 
railroad transportation. From 1833 to 1848 
there was no year in which 1000 miles were 
completed. Thereafter, with the exception 
of three years in the Civil War period, 
over 1000 miles a year were completed down 
to and including the beginning of the World 
War in 1914. The peak of construction 
was reached in 1887, when 12,878 miles were 
completed, overtopping the best previous rec- 
ord of 11,569 in 1882. It is not necessarily 


a matter for regret that after all these years 
of public service the Boston and Maine is 
forced to abandon as much track as the total 
of mileage of the state of Connecticut— 
almost track enough to reach from New 
York to Chicago via the water-level route; 
rather it is a matter for congratulation that 
draining competition now is to be given 
up where competition is. no longer pos- 
sible, that all transportation may enter upon 
a new and better era. 

The case of the Boston and Maine Rail- 
road also shows the evils of government 
regulation carried to the extreme—the dan- 
gers that attend the ever-increasing fashion 
of fixing prices. Wages and hours of work 
have been fixed with the tendency toward 
more wages for less work, and freight 
rates have been meddled with, with a ten- 
dency toward lower rates which meant less 
income to pay the wages of both men and 
capital. Now the men are getting the money 
and capital is holding the bag, Meanwhile 
as this cycle of multi-regulation was run- 
ning its course, there was developing trans- 
portation competition in the form of mo- 
tors and highways, which might, were it 
not for a maze of meddling laws, have 
done a far better job of regulating the 
railroads than has resulted from the com- 
bined wisdom of a generation of too zealous 
law-makers. 

Now we are to witness the spectacle of 
whole communities paying for the mistakes 
of too much regulation in the loss of a rail- 
road (for what community wants to lose a 
railroad?) ; railroad employees to pay in the 
loss of employment, perhaps often at ages 
which make turning to new occupations or 
removing to new places painful or im- 
possible; investors to pay in diminished, de- 
ferred or disappearing incomes. 

Yet heedless of all this, the belief grows 
—be our ambition what it may—that the 
sun rises in Washington, D. C. 


Building and Other Costs 


HE United States Department of Labor 

has ascertained from a survey made in 
New York City that to lay a brick on a 
construction job costs about a cent and a 
mill. 

That is an interesting fact, but its value 
would be enhanced if the. lay mind knew 
that a cent and a mill was too much or two 
little for putting a brick to sleep in its 
bed of mortar. We are not at all sure that 
there is any good basis for such a com- 
parison, but for a mill less than it costs to 
lay the brick in New York, the New York 
merchant can lay a circular on the desk of 
a prospect in San Francisco; and the sepa- 
rate operations entering into the final re- 
sult of delivering the circular on the Pacific 
Coast perhaps outnumber these in the proc- 
ess of setting a brick into a building. In 
the postal delivery there is pick-up, sorting, 
routing, canceling, transfer to and from 
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stations, and in the place of destination sort- 
ing again and actual delivery. 

Special skill is required to lay a brick, 
but a certain quality of skill and knowledge 
are necessary also to expedite the delivery 
of mail. 

There may perhaps be no comparison be- 
tween a subway or street car ride in a 
city and the conveying of a brick to its 
place of destiny, but again it appears that 
both for the weights they carry and the dis- 
tance transported, the cent does far more 
work when carrying men and women than 
when laying bricks. Here again, if the com- 
parison is to be taken seriously, the question 
of skill looms big, for it is apparent that 
no transportation system: could operate ex- 
cepting as the final result of the coopera- 
tive effort of many skilled hands. Another 
factor is the permanency of plant. A mil- 
lion letters may be delivered to one address, 
but there is but one place for a brick. A 
transportation system is a fixed plant, but 
the equipment of a builder is a constantly 
changing plant, which has to be taken down 
as soon as it has served its purpose. 

For a cent and seven mills the govern- 
ment can manufacture and keep in circula- 
tion a dollar bill, but here again the com- 
parison is not satisfactory and likely to be 
misleading. The cost of laying a brick is 
an interesting fragment in the world of eco- 
nomic knowledge, but in its present state of 
isolation the fact has a limited range of 
usefulness. 


How Long Is Wall Street? 


“oy STREET is at it again, mak- 
ing millionaires over night,” observes 
a writer, and anon he adds,“ To have one mil- 


. lionaire in New York and 5000 impoverished 


farmers in Colorado or Iowa is a worse 
order than to have 5000 comfortable farm- 
ers and let the New York man go on work- 
ing in his brokerage office at $65 a week.” 

All of this seemingly is based on the as- 
sumption that every time a man becomes a 
millionaire in New York many men in other 
parts of the country, particularly farmers, 
must lose that the fortunate one may gain 
—that Wall Street draws to itself wealth 
and gives nothing back in return. 

Wall Street, the thoroughfare of that 
name, runs from the East River to Broad- 
way, a few short blocks, but “Wall Street,” 
as the term is popularly used, ends neither 
at the river nor at Broadway. Wall Street 
runs to the Pacific Coast, to Alaska, to lum- 
ber camps, corn fields and to mines. Indeed, 
Wall Street runs into Europe and Japan, as 
is evidenced by the forty international loans 
made during the year of 1924. 

Most great enterprises turn to Wall Street 
for the whole or a part of their capital, and 
that capital has in the last analysis really but 
two uses—to buy commodities of every con- 
ceivable kind and to buy labor of every 
conceivable kind. The reaction from the em- 
ployment of capital is directly felt upon 
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the farms, for every impulse of industry 
adds to the farmer’s market. 

From any point of consideration a new 
level of stock prices in New York is not an 
infallible sign of calamity for other places. 
The listed securities in the remotest hamlet 
must of necessity participate in a new valua- 
tion. If price increase were a sign of calam- 
ity, we never would have had the McNary- 
Haugen bill, designed solely to make prices 
of wheat and other things high—and to 
keep them high for the benefit of one class 
without regard for the fortunes or the pov- 
erty of buyers. 

The financial market differs but little in 
its fundamentals from any other market. 
There must be some meeting place for people 
to buy and sell. Whenever and wherever 
there is a sharp increase in the number of 
buyers and in the readiness to purchase, 


REAT interest has been taken all 
over the United States in the action 
of the state prohibiting income and 
inheritance taxes. While Florida took the 
initiative, it is clear that the Federal govern- 
ment itself is taking every step possible to 
reduce taxation. The movement is led by 
the President, and the wisdom and popular- 
ity of his attitude is unquestioned. 

Florida has only a small bonded indebted- 
ness, the entire issue being owned by the 
School Board. Its average bank balances 
run from $2,000,000 to $2,800,000. The 
population of the state is small—about 900,- 
000. Its gross inflow of new money an- 
nually is roughly estimated at $450,000,000. 
Florida’s development, though rapid in re- 
cent years, has only begun. New capital 
was its greatest need. 

In 1922 the officers and Executive Council 
of the Florida Bankers Association con- 
ceived the plan to induce capital to come to 
the state. Its Legislative Committee pre- 
pared and the legislature of 1923 adopted 
the following joint resolution—now known 
as the “Income and Inheritance Tax Amend- 
ment” to the State Constitution: 


“Sec, 11. No tax upon inheritances or upon the 
income of residents or citizens of this state shall 
be levied by the state of Florida, or upon its 
authority, and there shall be exempt from taxation 
to the head of a family residing in this state, 
household goods and personal effects of the value 
of five hundred ($500.00) dollars.” 


Tax on Real Estate 


EAL estate has increased in value so 

rapidly that it bears a large share of 
the taxes. The far-sighted members of 
the Executive Council of the Association be- 
lieved that a greater influx of new capital 
would double and treble present activities and 
values in this field. 

The income and inheritance tax amend- 
ment would, it was believed, give impetus to 
manufacturing, transportation, agriculture, 
stock raising, etc., as well as bringing about 
the domiciling of large estates and corpora- 
tions in the state. All of these would mean 
greater actual tax revenues and perhaps less 


there will be a corresponding increase in 
the prices they are willing to pay for what 
they want. That law applies without varia- 
tion to potatoes, prairie land and to securi- 
ties. When farmers in the suburbs of great 
cities sell their lands to real estate develop- 
ers, at more per acre perhaps than they orig- 
inally paid for the whole estate, no lament 
goes up that the farmers are becoming 
wealthy to the detriment of the townsmen. 
When the price of something that the farmer 
raises goes over the top of all previously 
known prices, those who make a profession 
of mourning do not transfer their sympa- 
thies to the buyers. 

But does the rise of a millionaire ever beg- 
gar other people? There is a long list of mil- 
lionaires, who as they have amassed their 
fortunes have piled up fortunes for others. 
In building his fortune Eastman—whose 


Florida’s Bid for Capital 


By J. R. ANTHONY, 


President, Florida Bankers Association 


rates than we now pay. The further thought 
was that gasoline taxes, as in North Caro- 
lina, would take care of a greater road- 
building program in later years, should the 
state ever decide upon a bond issue for 
this purpose. 

The whole trend of thought of business 


men of today is to reduce taxation. In vot- 
ing the amendment the citizens of Florida 


simply went at it from a different angle. — 


They thought to avoid the danger of the 
usual political way of increasing the bur- 
dens of the people. They thought to fix 
the limits within which the action might be 
taken and to induce new development and 
new values to tax rather than to further 
burden what we have. 

Florida people had in mind to avoid what 
Secretary Mellon later so admirably ex- 
pressed in his annual report, to wit: 

“Business initiative is now blighted by 
high taxes.” 

“The law now says to the man of large 
income: ‘If you lose on your venture, you 
will pay 100 per cent of the loss; if you 
win, the law will take 50 per cent of your 
profit,’” he said. “These are not the odds 
which encourage adventure or the produc- 
tion of income which will yield its revenue 
to the government. No man will continue 
to sow where he cannot reap. 

“We have then the blighting effect of 
excessive rates, which compel avoidance and 
destroy initiative, and by both means dimin- 
ish the returns from the upper brackets, 
etc.” 

‘The psychological moment arrived in Flor- 
ida. The right sort of leadership appeared, 


and an intensive campaign of education was. 


conducted; and the people, as they always 
do when properly informed, took what we 


believe was the right action. 


One Criticism 


HE one harsh criticism from some of 
the older and wealthier states which 
might have had the semblance of truth, and 
which we had to combat, was the statement 


_ Stock is bought and sold on the market— 


has added to the wealth and to the happiness 
of his associates and of his city, and the 
benefits of his fortune are radiating to the 
whole nation. Ford in becoming a millionaire 
seems to have created millions for others 
and to have lightened the daily burdens of 
a multitude. 

There is speculation in Wall Street when 
booms are on, and some men make money 
and some lose it, just as there is specula- 
tion in farming land and farmers, thinking 
that high’ prices are going to last forever, 
buy more land than they can use and are 
embarrassed when prices go down. But even 
speculation has its benefits, for the speculator 
often buys in times of stagnation so that 
in the last analysis he thereby makes a mar- 
ket for commodities which could not be 
moved but for his foresight or daring. 


that it was Florida’s plan to induce large 
corporations and wealthy people to make 
their homes here and afterward gouge them 
with personal property taxes. To show how 
effectually this has been prevented, the leg- 
islature at the same time submitted to the 
voters another amendment, which reads as 
follows and which was adopted at the same 
time as the Income and Inheritance Tax 
Amendment. 


“Section 1. The legislature shall provide for 
a. uniform and eaual rate of taxation, except that 
it may provide for special rate or rates on in- 
tangible property, but such special rate of rates 
shall not exceed five mills on the dollar of the 
assessed valuation of such intangible property, 
which special rate or rates, or the taxes collected 
therefrom, may be apportioned by the legislature, 
and shall be exclusive of all other state, county, 
district and municipal taxes; and shall prescribe 
such regulations as shall secure a just valuation 
of all property, both real and personal, excepting 
such property as may be exempted by law for 
municipal, education, literary, scientific, religious 
or charitable purposes. 


When the two amendments above are 
taken together, it appears that we have elim- 
inated income and inheritance taxation, and 
we have provided if a man moves all of 
his personal property here and declares it 
at actual value for taxation purposes, the 
legislature is limited to a five mills’ tax on 
it which can ‘never become burdensome or 
confiscatory. 

Those of us most interested believe that 
Florida has taken a progressive step in the 
matter of taxation. We believe that the 
present economical and admirable state man- 
agement will continue, and that it will help 
the development of Florida in the next 
ten years. 


At a recent meeting of the Board of Directors 
of The National Shawmut Bank of Boston the fol- 
lowing officers were elected: 

Ernest H. Moore, formerly Assistant Cashier, 
elected Assistant Vice-President; Leon H. White, 
formerly Assistant Cashier, elected Assistant Vice- 
President; Earl F. Fillmore, formerly Assistant 
Cashier, elected Assistant Vice-President; Ralph 
W. Hill, formerly Manager Trust Department 
elected Assistant Trust Officer; Robert B. Rugg, 
elected Manager Bond Department; Charles R. 
Wiers elected Assistant Vice-President. 
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Gives Farmers More Money 


By C. B. SHERMAN 


VU. S. Department of Agriculture 


A Two Dollar Break on the Jersey City Lamb Market Is 


Felt Far West. 


A Government Campaign to Improve 


Conditions at Gateway of the Greatest Outlet for This Com- 
modity Is Already Giving Farmers an Increase in Their Returns. 


ONTINUED complaints from pro- 

ducers, shippers and members of the 

trade regarding violent fluctuations 

in lamb prices at the Jersey City 
livestock market, induced the United States 
Department of Agriculture to undertake to 
unite all the interests involved in a series of 
annual campaigns to improve this lamb mar- 
ket for, as a prominent breeders’ journal said 
in commenting on this action, “Jersey City 
affords an outlet for an immense lamb-rais- 
ing area, where farm flocks are the rule. 
When the Jersey City market goes to pieces, 
as it has a habit of doing at irregular but 
frequent intervals, the adverse influence is 
felt as far west as Denver. The problem is 
far from local as a $2 break in lambs at the 
eastern market is almost immediately felt all 
over the country.” 

New York City is the greatest single outlet 
for mutton and lamb in the United States 
and the Jersey City market is its gateway. 
Moreover, lamb marketing is a compara- 
tively new industry. A few years ago the 
production of wool was the object of the 
sheepraisers. Now lambs form their impor- 
tant source of income, and sheepmen look to 
their lambs to bring them their largest item 
of flock returns. 


Cause of Violent Fluctuations 


NITIAL study of the problem indicated at 

once that the lamb problem at Jersey City 
was a production and marketing problem 
combined, and that its solution was largely 
in the hands of the producers and slaughter- 
ers of eastern lambs. It was shown that 
although Jersey City occupied the key posi- 
tion in the channel of distribution between 
the lamb producers and the largest center of 
lamb consumption, and although it had the 
reputation of being the highest lamb market 
in the country, it was subject to violent price 
fluctuations during the summer months. 
These price fluctuations were the result of 
great irregularities in the volume of daily 
receipts and an excess of inferior lambs in 
the offerings, most of which arrived un- 
sorted and ungraded. The low quality of the 
lambs was due largely to the failure of pro- 
ducers to use good breeding stock and proper 
feeding methods and to dock and castrate 
ram lambs. 

A joint committee representing the various 
interests involved, and several different bu- 
reaus of the United States Department of 
Agriculture, was formed in 1922 to formu- 
late plans for active campaigns to improve 
conditions and to carry through the cam- 
paigns to satisfactory results. On one hand, 
the plans called for an improvement on the 


farm of the quality of eastern lambs, en- 
couragement of home grading and sorting, 
and development of more orderly market- 
ings. On the other hand, the plan called for 
payment of premiums for well grown, well 
graded, docked and castrated lambs when 
they are actually delivered on the market, 
for investigations seemed to show that there 
is always a market for superior lambs while 
immature, “bucky” and inferior lambs, which 
are difficult to move, glut the market and 
cause sharp price declines that affect even 
the better grades of lambs. 


Begin at the Farms 


XTENSION forces in the producing 

states that are especially involved have 
been active in taking the work back to the 
actual farms of the producers. The De- 
partment of Agriculture keeps track of the 
market, furnishes market data, and on sev- 
eral occasions, through its representatives at 
its New York branch office, has assisted both 
producers and members of the trade by fur- 
nishing advance information regarding ship- 
ments of superior lambs. 

Lamb improvement conferences held in the 
producing states under these campaigns be- 
gin as early as December. The local press 
in the states most involved has cooperated 
heartily. The papers carry frequent articles 
on how to produce, protect and care for 
lambs, how to regulate the marketing, and 
they give warnings when shipment of imma- 
ture lambs threaten to flood and break the 
market. 

The general lamb market throughout the 
year is supplied early in the calendar year by 
so-called hot house lambs at fancy prices, 
then by California lambs, followed quickly 
by the lambs from the eastern states where 
the season begins in Tennessee and Kentucky 
and works gradually north. On the heels of 
the Tennessee and Kentucky lambs come the 
Idaho shed lambs, followed by the range 
lambs that last well up toward the end of the 
year. At the close of the range season, fed 
lambs begin coming back and together with 
the specialty hot house lambs keep the mar- 
ket supplied until the spring lamb season 
opens again. Success of the general lamb 
market throughout the year depends to a 
considerable extent on keeping to this sched- 
ule and avoiding overlapping of regional 
seasons with consequent periods of unduly 
heavy supply. 

Virginia, West Virginia, and Tennessee 
have been most active in these improvement 
campaigns. Kentucky already had lamb im- 
provement work well under way and was not 
in need of help. Many Kentucky lambs are 
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in such demand that buyers visit the state to 
make purchases rather than wait for the 
lambs to be shipped to central markets. 


Concentrated on Counties 


HROUGH extension leaders, county 

agents, farm bureau federations, and co- 
operative shipping associations, information 
as to how to improve breeding stock, how to 
care for the lambs, how to finish for the 
best marketing seasons, and how to prepare 
to market, is carried direct to the farmers in 
the states that cooperate in the campaign. 
In one state the extension service chose cer- 
tain well-adapted counties for this work and 
concentrated on them, partly in order to in- 
sure results and partly in order to be able to 
measure results with areas in which the 
work was not undertaken. 

A forecasting service that estimates the 
spring lamb movement from these states, 
and other spring lamb sections, was estab- 
lished by the Department to enable growers, 
shippers and buyers to regulate shipments to 
meet demand, avoid losses from untimely 
shipments and thus aid in stabilizing the 
lamb market. 

The first report on the prospective supply 
is issued near the first of December and 
shows the trend of breeding operations on 
that date to indicate prospective increases or 
decreases in the lamb crop in the sections 
covered. In February inquiries are made to 
determine the percentage of early lambs 
dropped and a report is made on the condi- 
tion of ewes, supplies of pasture and feed, 
and other factors influencing fitness for mar- 
ket to indicate whether the market move- 
ment will be early or late, and heavy or light. 

An estimate of the size of the lamb crop 
in the states involved in the campaign is 
issued early in April. The percentage of 
early and late lambs, growth of early lambs, 
character of pasture, condition and lambing 
losses are shown. 

When the movement of these lambs to 
market begins in April, weekly reports as to 
movement are issued and are continued with 
the movement into July. This information 
is wired to Chicago for distribution through- 
out other marketing areas, and in turn simi- 
lar information from other sections of the 
country is received from Chicago for local 
release in the East, since the movement of 
lambs from Tennessee and Kentucky some- 
times occurs almost simultaneously with that 
from southern California. 

Arrangement is made whereby the county 
agents in the states in a large number of 
instances telegraph the Department of 

(Continued on page 478) 
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~The Northwest Comes Back 


By RIXEY HOBSON 


The Boon of a Profitable Crop Lifts Dark Clouds from Its 
Financial Horizon. Farmers Pay Off Long-Standing Debts at the 


Banks. 


Improvement in Conditions Within One Year Seems 


Like a Fairy Story. Return of Millions to Aid Insolvent Banks. 


HE Northwest has come back. 

A year ago it was the nation’s 
financial storm center. Today the 
leaden skies that hovered over that 

section have lifted; the outlook is fair and 
times are passingly prosperous. ; 

What a contrast the first of the years 
1924 and 1925 presents! 

About this time in 1924 the cries of dis- 
tress that were raised in the northwestern 
states resounded all over the country. 
Wheat, the breadwinning product of the 
section, was selling around $1 a bushel— 
or at less than the cost of production. 
The foreign demand for American wheat 
was slack and this tended to depress the 
prices at which the surplus grain could be 
sold. The condition of the farmers was 
reflected in the condition of the banks. 
When the loans fell due at the banks the 
farmers were forced to ask for an ex- 
tension of time because they did not have 
the money to pay off the notes. In many 
cases the farmers candidly admitted that 
they would have to borrow more money 
to tide them over the severe winter. It was 
futile for the country banks to look for 
additional assistance from the large city 
banks because they were already, in most 
cases, extended to the limit. 

To relieve this distress a movement was 
started to have Congress aid through the 
passage of legislation. A bill was framed 
with the hope that, even if the American 
farmers had to market their exportable 
surplus at a figure below the cost of pro- 
ducing it, the domestic price of wheat might 
be fixed at a profitable figure. The spon- 
sors of the measure defended the bill by 
asserting that the farmer having been re- 
duced to a low estate through the effects 
of legislation that raised the prices of 
things that he had to buy Congress ought 
to be willing to take a counter step to raise 
the price of the products he had to sell. 
The President summoned to Washington 
a group of thoughtful and informed men to 
see what plan could be adopted to improve 
the condition of the farmer, to stop the 
failure of banks and to put the stricken 
grain raisers back on their feet. 

The banks asserted that money was being 
drained from savings accounts by the gov- 
ernment, which was offering its tax-free 
Treasury savings certificates paying a rate 
of interest that they could not match and 
follow sound principles of banking. Largely 
due to their protests the Treasury sus- 
pended, and later discontinued, the sale of 
these baby bonds in the northwestern states. 
When it was realized at Washington that 
the conflicting ideas in Congress as to the 


means of relieving the farmers through 
legislative action could not be reconciled, 
bankers and business men in the largest 
cities in the East and Middle West sub- 
scribed ten million dollars to form the 
Agricultural Credit Corporation to provide 
funds to be loaned out to meet the emer- 
gency, to save more banks from closing 
and to help out in meeting a difficult situa- 
tion. Money was scarce. The country 
member banks had borrowed heavily from 
the Federal Reserve Bank and were virtu- 
ally up to their limit, and in many cases 
greatly over extended. 
One year elapses. 


Frozen Loans Thawed 


Y a boon of nature, wheat is selling 
at the highest price since 1921, for the 
crops in Canada and other principal grain 
raising countries are short and the world 
demand for bread has boosted the price of 
the large American yield until the choice 
grades have been sold above the $2 mark. 
An idea of just what this boon means to 
the Northwest may be indicated by the 
Department of Agriculture’s estimates of 
the value of the whole wheat crop. The 
1923 yield was worth 736 millions of dol- 
lars. This year’s crop was valued at 1137 
millions. The value of the oat crop swelled 
from 541 to 739 millions. While other 
states besides those in the Northwest raise 
wheat and oats, it is claimed that the 
farmers in the Dakotas, Minnesota and 
Montana alone realized a half billion dol- 
lars more from the sale of their products 
in 1924 than they did in the previous year. 
The frozen loans are thawing out. The 
farmers have used the proceeds from the 
crops to liquidate their debts and to get 
their back taxes cleared. The deposits in the 
banks have grown to such an extent that 
some of the country banks, during the lat- 
ter part of the year, instead of calling upon 
the large correspondent banks for the loan 
of funds, sent their money to the large 
centers for temporary investment in com- 
mercial paper, yielding a return of scarcely 
more than 3 per cent. The Northwest now 
has its first $100,000,000 bank—for the de- 
posits of the First National Bank of Min- 
neapolis climbed above this mark during 
the late fall. It was attributed to the “new 
money” in the Northwest because the year’s 
gain of $27,000,000 in deposits came mostly 
after the movement of the crop began. 

The Agricultural Credit Corporation, in- 
sofar as bank loans were concerned, ceased 
operations, for there was no more work 
to be done. As the War Finance Corpora- 
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tion ceased operations by expiration of its 
allotted time, it reported heavy repayments 
of the loans it had made. The borrowings 
by member banks at the Minneapolis Federal 
Reserve Bank—which serves the states of 
Minnesota, the Dakotas, Montana and part 
of Wisconsin and Michigan—were the low- 
est since the spring of 1917. 

Stories are told of small banks actually 
turning down deposits from outside sources 
because they have more money than they 
can profitably use. Hardly a week passes 
without the appearance of an announce- 
ment stating that some insolvent bank, closed 
during the times of stress, will reopen with 
a larger capital. There is already a move- 
ment in lands which a year ago could not 
be sold at any price. 


More Than One Good Crop 
Necessary 


T is difficult, indeed, to think that the 

Northwest is the same place as a year 
ago; but, at the same time. no one has 
money to throw to the winds. For it will 
take more than one season of good crop 
prices to make the farmers of this section 
prosperous or, for that matter, to clear up 
their indebtedness and leave a little over 
to paint the barns and erect new fences. 
The present favorable situation is admitted- 
ly due to a quirk of nature—the wheat 
crop in the other principal grain growing 
countries was bad. In the Northwest it 
was fine. With the world caught short 
on wheat, the large crop in the North- 
west commands a high price. Next year 
the tale may be entirely different and the 
Northwest again a sufferer from lean 
times that come when the supply is large 
and the demand feeble. However, the diver- 
sification movement has gone far enough 
to provide the Northwest with a buffer 
from the severe effects of low prices on 
the one big crop. 

Doubtless more emphasis has been laid 
upon the failures of the farmers, with the 
attendant abandonment of land and the 
foreclosure sales, than the situation deserves. 
Much of the farming in the Northwest in 
late years has been on the proverbial shoe 
string by men who have known nothing of 
the business of agriculture. The percentage 
of failures has been just about the same 
as the mortality in commercial enterprises 
—so the plight of the farmer should not 
have been mourned any more than the 
plight of any other man who comes to an 
untimely end in a venture where he has 
a small margin to operate on. The hard 

(Continued on page 470) 


The Extra Compensation Plan 


Adopted by the Bank of Italy 


Details of the Plan Under Which the California Institution 
Offers to Turn Over the Eventual Control of the Bank to the Em- 
ployees. Savings of Workers Figure in It. Rapidity with which 
the Employees Gain Control Depends Upon Their Efficiency. 


HE front pages of the nation’s news- 

papers in the early fall announced 

that a great western bank with re- 

sources of $350,000,000 had just 
adopted a plan to turn over the control of 
the institution, with its vast network of 
branches all over the state of California, 
to its active employees. At first blush, it 
seemed one-sided, for it was almost incredi- 
ble that the officers of such an enterprise 
should voluntarily adopt a plan to surrender 
the control of such an ‘institution to its 
workers. 

A closer examination of the outlines of 
the plan, however, revealed that the stock- 
holders as well as the employees would bene- 
fit from the arrangement, because the work- 
ers, in capitalizing their efforts in behalf of 
the bank, would have to effect economies in 
bank operation, increase their efficiency and 
give better service to the public to promote 
their own interests. The rapidity with which 
they might gain eventual control of the bank 
is limited to the amount of profit that the 
institution makes, because the plan provides 
that after the operating expenses of the bank 
are paid, and all normal dividends and proper 
reserves set aside, 40 per cent of the re- 
maining net receipts are to be used as a 
fund to purchase stock for the employees 
and to meet the expense of administering 
this and other plans for employees. 

The fund is to be distributed in propor- 
tion to the contributions that the employees 
wish to make toward the purchase of stock, 
because it is felt that the active workers 
would acquire stock more rapidly if they 
added to their own savings. 

Banks throughout the country have mani- 
fested interest in the plan, which is de- 
scribed by the Bank of Italy not as “a profit- 
sharing, but rather as a plan of employee 
compensation—over and above normal sal- 
aries—to be used by employees in acquir- 
ing an ever-increasing share in the owner- 
ship and control of the bank.” No estimate 
has been made as to when the control will 
pass, but A. P. Giannini, sponsor of the 
plan, said it would involve the distribution 
of $250,000 annually. 


Details of the Plan 


A DETAILED description of it has just 
been given by the bank, revealing the 
minute particulars of its workings. 

The plan has three provisions: 1. Extra 
Compensation. 2. Savings Provision. 3. Spe- 
cial Compensation. 

Each employee now or hereafter in the 
continuous employ of the bank, and receiv- 


ing a total fixed salary of less than $6,000 
for the calendar year, shall be entitled to 
extra compensation, consisting of a per- 
centage of his salary based upon length of 
service, as follows: 

“The minimum percentage shall be 5 per 
cent and shall apply to the employee up to 
and until the end of the first full calendar 
year of continuous employment. Thereafter 
the percentage of extra compensation shall 
be increased by 1 per cent for and during 
each full calender year after the completion 
of the first full calendar year of continuous 
employment, until a maximum of 10 per 
cent of the current year’s salary is received. 
After that, it shall continue at the rate of 
10 per cent. 

“Any employee who shall not remain in 
the continuous employ of the bank for at 
least one full calendar year shall not be 
entitled to extra compensation. Employees 
who do so remain in the employ of the 
bank shall be credited on: Jan. 1 following 
the first full calendar year of continuous 
employment with extra compensation equal 
to 5 per cent of the salary theretofore paid 
to the employee, and extra compensation 
shall not be credited prior thereto. 

“After the first full calendar year of em- 
ployment, the extra compensation shall be 
credited to the salary of the employee semi- 
annually on Jan. 1 and July 1, but shall be 
retained by the bank and paid out only 
through the operation of the savings provi- 
sion hereinafter mentioned, provided that an 
employee after becoming entitled to credit of 
extra compensation at the rate of 10 per cent 
for one year may receive such portion of the 
extra compensation in excess of 3 per cent 
of his average semi-annual salary as he 
shall in writing direct. Said sums shall be 
paid to him semi-annually. 

“For the purpose of fixing extra compen- 
sation, continuous service with an institution 
absorbed by the bank shall be considered 
as employment with the bank. 


Savings Provision 


é66™THE bank shall deduct from the salary 

of every employee as often as his sal- 
ary is payable, not ‘less than 3 per cent nor 
more than 10 per cent of the salary, plus 1 
per cent of the salary additional for and 
during each full calendar year after the 
completion of the first full year of con- 
tinuous employment, but in no event in 
excess of 30 per cent. The sums so de- 
ducted shall be paid forthwith to the trustee 
hereinafter mentioned. 
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“The percentage to be deducted from the 
salary shall be fixed as follows: 


“(a) In the case of employees who are credited 
with extra compensation (i. e. those who re- 
ceive a salary of less than $6,000 per annum), the 
minimum percentage to be deducted shall be the 
amount of such extra compensation, and said 
minimum deduction shall be made from the 
extra compensation at the time it is credited; 
provided that in the case of employees who have 
been entitled to credit of extra compensation at 
the rate of 10 per cent for one year, the minimum 
to be so deducted thereafter may be reduced at 
the option of the employee to not less than three 
er cent of the salary, The maximum which may 
io deducted at the option of any employee shall 
be 10 per cent of the salary plus one per cent 
of the salary additional for and during each full 
calendar year after the completion of the first 
full calendar year of continuous employment, but 
any amount so deducted in excess of the extra 
compensation prior to the end of the first full 
calendar year of continuous employment shall be 
paid to the employee if his employment is ter- 
minated prior to said date. 

“(b) In the case of employees who are not 
credited with extra compensation (i. e., those who 
receive a salary of $6,000 or more per annum) 
the minimum percentage to be deducted shall be 
three per cent of the salary, and the maximum 
which may be deducted at the option of the 
employee shall be 10 per cent of the salary plus 
one per cent of the salary additional for and 
during each full calendar year after the com- 
pletion of the first full year of continuous em- 
ployment. Any sums deducted prior to the end 
of the first full calendar year of continuous 
employment shall be paid to the employee if his 
employment is terminated prior to said date, 


Married Employees 


6sFrOR the purpose of fixing the per- 
centages under the savings provision, 
the employment of an employee shall date 
from the time of entering the employ of 
the bank; or in the case of employees of 
institutions absorbed by the bank (includ- 
ing purchase of a majority of the capital 
stock of such institutions for the benefit 
of the bank) employment shall date from 
the date of acquisition of such institutions. 

“On request, employees must demonstrate 
to the bank their financial ability to pay 
the amount of the optional deduction from 
their salary. 

“In the case of a married employee with 
children who is receiving a salary of less 
than $2,400 per year, the bank, after appli- 
cation to it through its executive commit- 
tee and investigation of the merits of the 
case, will increase the amount of such em- 
ployee’s extra compensation, as follows: For 
each dependent child under 18 years of 
age there shall be added 15 per cent of 
the extra compensation and optional deduc- 
tion paid to the trustee under the savings 
provision; but this sum is not to exceed a 
maximum of 45 per cent of the extra com- 
pensation and optional deduction paid to the 
trustee under the savings provision. The 
additional sum so provided shall be paid 

(Continued on page 480) 
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‘Norway Gives the Depositor a 
Voice in Bank Control - 


By LEWIS ALEXANDER 


New Law Governing Privately Owned Joint Stock Banks Goes 


Into Effect with New Year. 


World Wide Deflation Caused 


Many Banks to Fail in King Haakon’s Realm. Forty Per Cent 


of Banking Capital under Government Supervision Now. 


NEW order of banking, in which 
the depositor has a voice in the 
control of the bank, went into ef- 
fect in the Kingdom of Norway 

with the advent of 1925. This is perhaps 
the most novel feature of a comprehensive 
banking act, which brings the privately 
owned joint stock banking institutions in 
the realm of King Haakon under the rigor- 
ous supervision of the state. Unhappily 
the safeguarding measures come into force 
“the morning after’ the country is trying 
to recover from the awful effects of the 
post-war inflation spree. For Norway, like 
the United States, suffered from the col- 
lapse in the values of commodities that came 
when the boom-time bubble of inflation was 
pricked. The three principal industries of 
the Scandinavian country—shipping, lumber 
and fishing—took headlong plunges down 
the scale of values. 


So the new law comes at a time when it 


is estimated that 40 per cent of the banking 
capital of Norway is under a government 
administration that has tied up deposits and 
credits and has even resulted in a morato- 
rium in funds due the banks that are not 
under such a supervision. For when over- 
seas ships shriveled in value, the lumber 
trade was caught in the doldrums and the 
bottom of the fishing industry fell out; 
those who had borrowed money from the 
bank found themselves unable tc pay their 
loans. The krone depreciated as the print- 
ing presses roared, turning out more paper 
currency. The depositors clamored for their 
money at the banks, which found that they 
were unable to meet these demands. The 
commercial banks of Norway were in the 
strictest sense private banks and subject 
to no supervision from the government. They 
were run chiefiy by the successful business 
men of the country, who were largely in- 
terested in the principal industries. Like 
business men all over the world, they thought 
the post-war boom would keep up forever. 
But then came the crash. 


A Suffering Neutral 


|e no country not directly involved in the 


war were conditions more serious. Politi- 
cal, as well as economic, upheaval, was 
threatened. For Norway was not many 
leagues from Soviet Russia, where the Bol- 
shevists and the Communists were having a 
field day. .Even before this upheaval social- 
ism had made great strides in Norway. The 
workers were highly organized into unions, 


and there had been a great growth in the 
network of state institutions. The govern- 
ment owned and operated practically all the 
railroads, the grain mills and even ran sil- 
ver mines. It maintained wine and grain 
monopolies and owned many hydroelectric de- 
velopments. The paternalistic system of 
government had been carried to such an 
extreme that fears were held that commu- 
nism might succeed socialism. 

With the country seething with discon- 
tent and the Communists doing their ut- 
most to inflame the people against the banks, 
the Storting, the governing body, stepped in 
to meet the situation. Instead of permitting 
a liquidation of the broken banks, it passed 
a law providing that the state should ad- 
minister their affairs. The depositors, it 
was decreed, should not lose, for the gov- 
ernment would undertake to make up the 
losses. But this would require a vast amount 
of money—and, of course, the only recourse 
the Storting had was to make a draft on 
the public treasury for the funds. Inas- 
much as it would have been impossible to pay 
off all the depositors, the bank adminis- 
trators were given the right to limit the 


. withdrawal of money by the depositors. The 


banks drew on the treasury for enough funds 
to run their tills, and the administrators 
required the depositors to show the “abso- 
lute need” before they could withdraw any 
money. In many cases the old directors 
were continued in power under the direction 
of the government. 

The funds were tied up so tightly that 
the story was told in Bergen of a man who 
wanted 200 crowns to pay for burying his 
father. The administrator would not let 
him withdraw the money, but offered to 
advance him 20 crowns so that his father’s 
remains could be preserved in salt. 


Private Banks Before Crash 


EFORE the crash the banks engaged in 
a commercial and investment business. 
While the stock was sold to the public, 
the operations of the banks were strictly pri- 
vate, and they were neither examined nor 
supervised by any authority. The events 
following the collapse in commodity values 
showed plainly that they had engaged in un- 
sound banking practices in extending ex- 
cessive lines of credit and banking specula- 
tive ventures, and that the interests of the 
depositors were to a very meager degree 
protected by the system. 
It was in realization of the interest of 
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the depositors that the Storting, by its 
act of last April 4, enacted the rigorous law 
that has just gone into effect. But in do- 
ing this the lawmakers introduced the novel 
feature of giving the depositors a voice in 
the operations of the bank. Six parties are 
represented in the Storting, but none has 
the balance of power. More than one- 
sixth are avowed communists. 

The minimum capital that a joint stock 
bank may have under the new law is 400,- 
000 kroner, although the King, in special 
cases, may authorize the establishment of 
banks with only a quarter of this capital. 
Stock may be offered only after a prospec- 
tus has been published, and the bank cannot 
be registered until after one-half of the capi- 
tal has been paid in. Before dividends may 
be declared at least one-fifth of the profits 
must be set aside in reserve until this fund 
amounts to one-half of the authorized capital. 


Branches for Foreign Banks 


has always zealously protected 
herself from a foreign financial inva- 
sion, and in the case of banking more than 
ordinary safeguards have been. thrown up, 
although the new act would permit a for- 
eign bank to establish a branch. As a sign 
of the lively nationalist feeling that pos- 
sesses the Norwegians, the name of the 
capital city has just been changed from 
Christiania to Oslo. Under the rule of the 
Vikings, Oslo was the original name of the 
city. But about 300 years ago the city 
burned. When Norway had become united 
with Denmark, Christion IV, King of the 
two realms, rebuilt the city on the other side 
of the river and named it after himself. 
So now the Norwegians want to go back to 
their ideals, to honor their old forebears and 
to get away from any alien thing. A Danish 
name is replaced by that of a honored Viking. 

The Norwegians have guarded their in- 
dustries carefully to prevent foreigners from 
gaining control of them. Under the conces- 
sions act, it had been virtually impossible 
for a foreign bank to establish a branch, but 
it could have an agency. Two American 
banks opened up these agencies, but later 
withdrew. 

But under the new law it is provided that 
the King may grant a foreign company per- 
mission to carry on banking in this coun- 
try by means of a branch establishment, pro- 
vided that Norwegian banks have a cor- 
responding right in the foreign country in 
question, and that the branch establishment 
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satisfies the necessary conditions for safe- 
guarding the interests of its Norwegian cli- 
ents. In any case the branch establishment 
shall have its own board, consisting of at 
least three persons. All the members of 
the board must be Norwegian citizens and 
domiciled in Norway. It shall further have 
a controlling committee made up of three 
members, to be appointed by the bank in- 
spectorate. Thus, an American branch bank 
would have to be officered by Norwegians. 


Tieup with Outside Ventures 


F there was one thing that Norway suf- 

fered from most in the crash, it was the 
tieup of the banks with business enter- 
prises. When these ventures suffered se- 
vere losses, they were unable to meet the 
large loans which had been extended by 
the banks, and the depositors suffered. The 
directing heads of the banks, in many cases, 
were the leading figures in the failing en- 
terprises. 

So under the new law the Storting de- 
creed emphatically that the managing di- 
rector “must not carry on any trade, ship- 
ping or other industry or be an agent for 
anyone conducting a trade.” No member 
of the board of the bank can serve as a di- 
rector of any company which has received 
loans from the bank unless these loans are 
secured by a mortgage on real property, a 
ship mortgage or by certain government se- 
curities. The bank, as plainly seen, cannot 
be a sideline for a business house. The 
bank must stand on its own feet and be free 
from any interest that will tend to destroy 
its independence and thus imperil the money 
belonging to the depositors. 

The expedient of protecting the depositor 
by letting him know of the operations of 
the bank is one of the most interesting fea- 
tures of the act. 


The Bank Organization 


N organizing a bank there is to be a 

managing director, a board consisting of 
at least three members and a permanent com- 
mittee, made up of at least seven members 
to be elected by the general meeting at the 
first election after the formation of the bank 
from the body of shareholders. 

“As soon as the period of office of one- 
fourth of the permanent committee’s mem- 
bers first elected has expired, viz., one year 
and a half after formation of the bank, at 
least, the chairman of the permanent com- 
mittee shall convene a meeting of the bank’s 
depositors, over which meeting he shall pre- 
side,” the law sets forth. “At this meet- 
ing the depositors shall elect one-fourth of 
the members of the permanent committee 
and the same number of deputies for one 
year. In reckoning the number of members 
of the permanent committee to be elected 
by the depositors, a fractional number shall 
be increased to the next whole number. 

“Later three-fourths of the members of 
the permanent committee shall be elected 
by the general meeting from among the body 
of shareholders of the bank and one-fourth 
calculated as provided in the foregoing point, 
by and from among the body of depositors 
of the bank. The representatives of the 
depositors shall be elected, by personal vot- 
ing, by and from among the body of full- 
aged depositors domiciled in that munici- 
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pality or those municipalities that are pre- 
scribed in the articles of the bank, and who 


View of the heart of Christiania, 
Norway 


have, and during the previous six months 
have had, the minimum amount deposited in 
the bank provided in the bank’s articles. * * * 
Disputes concerning the right of voting and 
the eligibility, as mentioned, the guardian of 
a minor shall be regarded as a depositor.” 

It is in the bank’s articles that the per- 
manent committee may be invested with 
broad powers. Jointly with the board, it 
may decide whether and to what extent a 
dividend shall be distributed on the shares. 
It may appoint auditors to make an examina- 
tion of the accounts and may, with the 
approval of the bank inspectorate, draw up 
instructions for the auditors. 

But the real power will come through 
the controlling committee, made up of at 
least three members and chosen from the 
personnel of the permanent committee. It 
“shall keep itself informed as to the course 
of the bank’s affairs,” the law declares, and, 
of course, the members of this committee 
are permitted to keep intimately acquainted 
with all of its operations. At a general 
meeting of the bank no one may represent 
more than one-tenth of the total number 
of shares entitled to vote, this preventing 
anything like a one-man control. 


Limits for Safety 


HE lessons learned from the crash have 

had a real influence over the provisions 
of the new banking act. It is stipulated that 
a reserve balance of available funds of not 
less than 20 per cent of obligations, re- 
deemable on demand and of not less than 
5 per cent of the total obligations, must 
be maintained. The bank must not loan to 
any one more than one-fourth of its capital. 
Its obligations must not run in excess of ten 
times the capital stock. When it is found 
that 75 per cent or less of the stock is 
intact, the permanent committee and the 
bank inspectorate must be notified of the 
losses that have impaired the capital. At 
the general meeting a two-thirds vote is re- 
quired to permit the bank to continue opera- 
tion and the new shares must be subscribed 
for or liquidation must take place. 

“A bank must not invest its money other- 
wise than in such property as is customary 
to acquire in banking business,” the act 
stipulates. It is barred from investment in 
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real estate, except in the case of property 
needed for its own business purposes, and 
cannot invest more than 20 per cent of 
its capital in the shares of other compa- 
nies. Shares in the Bank of Norway and 
securities guaranteed by the state do not 
come within this limitation, and a_ bank, 
with the consent of the King, may acquire 
shares “in a Norwegian or foreign bank or 
in a company whose entire estate and in- 
come of estate consists of shares in one or 
more foreign banks.” 

Throughout the act there are certain ex- 
ceptions and discretionary powers vested in 
the inspectorate. For instance, it is de- 
clared that a bank “for urgent reasons” may 
grant a loan of more than 25 per cent of 
its capital by unanimous resolution of the 
board of the bank, but the bank inspectorate 
must be notified without delay and “the mat- 
ter put right again as soon as_ possible.” 
When the credit allowed to anyone reaches 
20 per cent of the bank’s capital, the board 
must notify the controlling committee so 
that the danger signs are visible. 

The Storting, with appreciation of the un- 
settled banking conditions, granted certain 
periods of grace so that the banks could pro- 
vide for the transition from the old to the 
new order. Some elasticity was given to 
the Act by permitting appeals to the King 
to cover special situations, also. 

The private banks are to have two years 
within which to convert or to assign their 
business to a joint stock company. The 
joint share banks, already in existence, have 
five years within which to bring their cap- 
ital up to the minimum requirements. If a 
bank has greater obligations than ten times 
its share capital or the guarantee obligations 
exceed 75 per cent of the share capital, a 
period of five years is given to permit them 
to remedy these defects. 

The savings banks were under supervision 
during the years, of the depression and with- 
stood the trying times so they are not in- 
cluded in the new law. 

(Continued on page 477) 


= 
Py 
4 


Gauging the World’s Tra 


By BRUCE DAVENPORT 


By the Deceptive Yardstick of Dollars, International Trade Runs 
Ahead of the Pre-War Totals, but Measured in Volume the 
World Is Still Behind. 1923 Total was Forty-seven Billion Dol- 
lars. More Than Half of all Countries Buy More Than They Sell. 


UT of a maze of figures, mar- 

shalled to show how vast the 

world’s trade really is, a hard 

working statistician in the Depart- 
ment of Commerce has been forced to con- 
clude that the world must continue to tread 
that rocky up-hill road before it arrives at 
the destination of normalcy. For, using the 
yardstick of pre-war values, the statistics 
show that the volume of international trade 
in 1923 was scarcely 85 per cent of the last 
normal year before the call to arms was 
sounded. 

Dollars tell a different tale, but the in- 
flated dollar affords a deceptive yardstick to 
gauge the traffic between nations. During 
1923 the gold value of the foreign trade of 
56 nations amounted: to $47,332,826,000. 
When expressed in dollars this seems like an 
impressive growth over the grand total for 
the last pre-war year, which was about 44 
per cent less. But, when the punctilious 
minded recall that the prices prevailing in 
1923 averaged between 50 and 60 per cent 
above the level of 1913, it is evident that the 
volume of interchangeable commodities is 
still smaller than in the former years of 
peace. 

The past year promises to shorten the gap 
between the two comparative periods—but it 
is hardly to be expected that the industrial 
recovery during the last half of 1924 will 
send the world’s trade ahead of the last 
normal year. 


Tardy Trade Returns 


RADE totals limp in. The tardiness 

that marks the official returns of imports 
and exports may be indicated by the fact 
that, not until the last month of 1924, was a 
governmental department able to estimate 
what the international trade had been for the 
preceding year. 

It is no easy thing to say what the world’s 
trade really amounts to. There is just about 
as much difference in the methods that the 
various nations employ in arriving at their 
trade totals as there is in their dress and 
customs. Bullion and coin creep into the 
totals of some countries and are excluded in 
others. Siam sums up her international 
trade by telling how much was imported and 
exported from the lone port of Bankok. 
Persia casts up her totals on March 20, 
while Haiti declares her volume of foreign 
trade at the end of September. , 

Piculs, tons, poods, taels—legion are the 
many measures of weight that have to be 
converted into a common denomination. 

With depreciated currencies, fluctuating up 
and down, it is an impossible task to arrive 
at an exact figure of value. Each nation has 


a way of determining just what the value of 
its exports have been. Some upstanding na- 
tions, such as France, employ commissioners 
to calculate unit values. By multiplying the 
quantity by the average unit value the total 
valuations are determined. There is an al- 
most utter lack of uniformity in the ways 
that the nations declare the volume and value 
of their foreign trade. 

As a way around the fluctuating exchange 
tangle, the Department of Commerce has 
converted the figures at the average annual 
rate. This is fair in the case of the ex- 
changes that are reasonably steady, but, in 
the case of the currencies that plunged head- 
long, the differences between monthly and 
annual conversions would be enormous. 

So, a mere hint of the practical difficulties 
that the statistician encounters in seeking to 
estimate the trade between nations will in- 
dicate how the percentage of error may run 
into millions of dollars. 


Europe’s Trade Hard Hit 


N studying the world trade statistics, J. J. 

Kral, of the Department of Commerce, 
pointed out that, both from the standpoint 
of volume and value, the trade of central 
and eastern Europe has suffered a serious 
decline, and is still below the pre-war level. 
The plight of industrial Europe, with its 
troubles, can be traced directly to the war 
because these European countries have been 
largely industrialized and industry can pros- 
per only in times of peace. The real work- 
shop of Europe is concentrated in a narrow 
zone extending from Wales to Silesia. Al- 
though it occupies an area of less than one- 
sixteenth of Europe, it contains one-fourth 
of the population. The whole population of 
the United States, crowded into Texas, 
would have more free room than the resi- 
dents in this narrow zone ahum with the 
wheels of industry. It does not produce 
enough food to feed its millions—so with 
industry out of joint, its trade has suffered. 

The currents of trade change from year to 
year, sometimes by artificial forces and at 
others through the operation of natural laws. 

A mere change in fashions has just about 
ruined the ostrich feather trade in South 
Africa. The flair for bobbed hair has cut 
the sales of combs and depressed the hair 
net works in China. It has quickened the 
demand for scissors. Prohibition has checked 
the imports of wine and spirits from many 
countries. 


Tariff Walls Get Lower 


OR a time the various nations sought to 
protect themselves by throwing up a tariff 
wall. One of the contributing factors in 
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the disturbance of international trade since 
the war has been the movement for ex- 
tremely high tariffs and restrictive trade 
measures which has marked the commercial 
policy of most European nations, as Mr. 
Kral recites. However, he asserts that “the 
movement has largely spent its force and 
that a distinct reaction is under way.” The 
readjustment of prices and wages has less- 
ened the fear of severe competition from the 
products of low currency countries, and has 
brought about a relaxation of the special 
measures of trade control. 

One of the measures adopted by many 
European countries to check the influx of 
foreign goods was the licensing system. 
These were administered with varying de- 
grees of severity. One official winked at the 
licensing system to such an extent that he 
permitted the importation of second-hand 
machinery on the ground that second-hand 
machinery was not manufactured in his own 
country. Bans on luxuries still serve as a 
hindrance on international trade, however. 

Vast as is the trade between nations, it is 
not as great as the total of the United States 
annual income. It is less than one-sixth of 
our national wealth. And yet, the historian 
recites that the struggle among nations for a 
mere part of this trade has been the cause of 
our greatest wars. 


World Making Progress 


HILE the world is still struggling to 

get its international trade back to the 
pre-war proportions, it is making progress 
in that direction. It is estimated by the De- 
partment of Commerce’s expert that the 
trade in 1921 was only 69 per cent of the 
last normal year. This increased to 80 per 
cent for 1922 and swelled to nearly 85 per 
cent for 1923. 

The strides made during the first half of 
the past year would indicate a slackening in 
the recovery. Fifteen countries, which rep- 
resent nearly 70 per cent of the whole 
world’s trade, showed an increase of only 
3.6 per cent over the corresponding period 
of the previous year. The rate of increase 
was just one-fourth as swift as that of 1923 
over 1922. The trade of Finland, Australia 
and New Zealand showed hardly any change. 
The United States, Canada and British India 
enlarged their exports and cut down their 
imports, but Great Britain did just the re- 
verse. 

The foreign trade of Great Britain, Cana- 
da and the United States in 1924 was slightly 
below the totals for the first half of 1923. 
France spurted ahead and, for the first time 
in years, had an excess of imports over ex- 

(Continued on page 480) 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


Leap Pencit CHEcK—DraAWEE BANK Not 
PROTECTED WHERE ALTERED, THOUGH 
NEGLIGENTLY DrRAWN—TEXAS. 


DEPOSITOR was induced by her son- 

in-law to sign a check for five dollars, 
which he drew up in pencil to his own order. 
Later the son-in-law wrote “hundred” after 
“five,” where plenty of space had been left, 
and substituted ‘500.00” for “5.00,” and 
then presented the check to the bank, where 
he obtained $500 on it, the changed check 
in no way looking suspicious. The depositor 
brought this action to recover $495. 

The jury found that the depositor was 
guilty of negligence in signing her name 
to the check in the manner in which it was 
written, as she had done even without ex- 
amining it, and further that the bank was 
not guilty of negligence in paying the check ; 
also that the check was actually raised from 
$5 to $500 without her consent. 

The lower court, after finding all these 
facts, certified the following question to 
this court: 

“Where a party draws a check in such form 
that it can be changed to read for a larger amount, 
in such manner as not to excite the suspicion of a 
reasonably prudent person, and it is, after it has 
been delivered to the person in whose favor it is 
drawn, so changed, under circumstances that con- 
stitute forgery; and the same, upon presentation 
to the drawee, is paid, without knowledge on his 
part of such forgery, and without knowledge of 
such fact as would put a reasonably prudent person 
on inquiry as to such forgery, must the loss 


fall upon the drawer of such check, or upon the 
bank paying the same?” 


The court reviewed the two lines of con- 
flicting authorities, one holding that the 
negligent drawer of the check must bear 
the burden of the loss, because: (1) the 
proximate cause of the excess payment is 
the negligence of the drawer in issuing paper 
in such shape that it is easily raised without 
detection, through the exercise of ordinary 
care; (2) that as between two innocent par- 
ties the burden of the loss should fall on 
the one whose act enabled the fraudulent 
third party to perpetrate the wrong; (3) 
that the negligent drawer is estopped from 
questioning the title of one who paid value 
for the instrument without knowledge of 
the alteration or reasonable means to dis- 
cover same; (4) “that each depositor owes 
to his bank the duty to exercise ordinary 
care in drawing his checks, and where a 
breach of such duty results in payment by 
the bank of a raised check, the loss, as be- 
tween the depositor and the bank, should 
fall on the depositor”—the other line of cases 
holding the drawer should not suffer the 
loss because: (1) the proximate cause of 
loss on raised instruments is not the negli- 
gence of the drawer, but is the act of the 


forger; (2) that the rule placing the con- 


sequences of wrongdoing on the one who has 
enabled the wrongdoer to perpetrate the 
wrong on an innocent party has no applica- 
tion to a party issuing a completed instru- 
ment without authority, express or implied, 


Assistant General Counsel 


given to anyone to alter it; (3) that the 
drawer’s invitation by issuing the instru- 
ment is to deal with paper authorized or 
executed by him, and not paper altered by 
forgery; (4) “That the customer of a bank, 
like everybody else, should ordinarily * * * 
not be liable for the unauthorized, unantici- 
pated, intervening, criminal acts of another.” 

The court followed the latter rule, say- 
ing “we think the sounder principles under- 
lie the cases denying the drawer’s liability on 
a forged instrument which was complete 
when it left the drawer’s hands, though it 
contained a blank space which made it easier 
for a forger to raise the instrument.” The 


ruling in a Federal Court decision was cited 
and quoted from with approval, to the effect : 


“When the drawer has issued a draft or note 
complete in itself, but in such a form as to_ be 
easily altered without attracting attention, and it 
is afterwards fraudulently raised by a third person, 
without his knowledge or authority, and then 
bought by an innocent purchaser, it is not his 
negligence, but the crime of the forger, that is the 
proximate cause of the loss. Forgery and conse- 
quent loss cannot be said to be the natural or prob- 
able consequence of issuing a draft inartificially 
drawn. The presumption is that dealers in com- 
mercial paper are honest men, and not forgers, and 
that ch paper will not be changed. It will not 
do to say that every one whose negligence invites 
another to commit a crime is liable to a third party 
for the loss the latter sustains thereby. One who, 
by carelessly leaving a pile of shavings near his 
house, invites another to commit the crime of arson 
that results in the burning of his neighbor’s build- 
ings, is not liable to his neighbor for that loss. 
The farmer who negligently turns his horse into 
the highway, and thereby invites a thief to steal it, 
does not thereby lose title to his horse when an 
innocent purchaser has bought him of the thief. 
Nor is there, in our opinion, any sound reason why 
the liability of the maker of a promissory note or 
bill of exchange, complete in itself when issued, 
but subsequently raised without his knowledge or 
authority, should be measured by the facility with 
which a third person has committed the crime of 
forgery upon it, or why he should be held liable for 
the loss resulting from such a forgery. The altered 
contract is not his contract. His representation 
was not that the forged contract was his, but that 
the original contract was his, and the rule caveat 
emptor makes it the duty of the purchaser when 
he buys it, and not of the maker, to then see that 
it is genuine. 


Glasscock v. First Nat. Bank, Court of 


Civil Appeals, Third S. J. D. of Texas, de- 
cided Nov. 26, 1924, not yet reported. 


One InporsinGc Note Berore DELIvery TO 
PAYEE CONSIDERED JOINT MAKER 
—ARKANSAS, 


LAINTIFF bank is suing defendant in- 

dorser of a note for payment at ma- 
turity, the note having been given to the 
bank under the following set of facts: The 
note of a motor company to the bank be- 
came due, and it refused to take a renewal 
note offered in payment, unless some ac- 
ceptable person as indorser on the renewal 
note was obtained. The motor company 
obtained the indorsement of the defendant 
on the note, and upon examination into the 
financial standing of the indorser, the bank 
accepted the note. 

Defendant acknowledged the indorsement 
as his own, but testified that the motor 
company officials obtained his signature as 
an indorsement by representing that the 
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paper was a blank, and that his name was 
wanted so letters might be addressed correct- 
ly to him. The bank did not know of the 
method used in obtaining the indorsement, 
and the court held defendant liable as a joint 
maker of the note, for the indorsement being 
on the note when it was executed to the bank, 
a bona fide holder, the indorser, was in effect 
a joint maker. For “Hardy, by carelessly 
indorsing the note, put it in the power of 
Smith to deliver the note to the bank and 
thereby secure an extension of his existing 
indebtedness. The rule is that, where one 
of two innocent persons must suffer the 
consequences of the fraud of a third person, 
he must bear the loss because he put it 
in the power of the third person to perpe- 
trate the fraud.”—Hardy v. Ouachita Nat. 
Bk., 265 S. W., 74. (Ark. 10-24.). 


DepositorR OF FoRWARDED ITEMS CANNOT 
Depository’s CoRRESPONDENT BANK 
FOR NEGLIGENCE—FEDERAL AND NEW 

Ru Le DIFFERENT FROM THAT 
OF MASSACHUSETTS—TEXAS. 


ree City of Douglas, Ariz., de- 
posited a check in a local bank, which 
put the item through the Federal Reserve 
Bank, defendant in this action, for collec- 
tion. In due course the defendant sent the 
item direct to the drawee bank, which in 
turn sent its cashier’s check on its corre- 
spondent as payment. But the correspon- 
dent refused to pay because of insufficient 
funds to the credit of the bank drawing on 
it. Two days later both of these last two 
named banks (correspondent and drawee of 
the first check mentioned herein) failed, and 
the City of Douglas sued the Federal Re- 
serve Bank for the loss occasioned by its 
negligence in forwarding the item direct to 
drawee bank, and for accepting the insol- 
vent’s draft on its insolvent correspondent. 

The sole question before the court under 
the facts was, as to whether plaintiff could 
sue defendant, when it had not dealt directly 
with defendant, but had placed the item in 
its own local bank for deposit. In deter- 
mining that defendant was not liable to 
plaintiff, the court followed the United States 
Supreme Court and the New York rule 
[Massachusetts and Texas rule contra] to 
the effect that “the initial bank alone is re- 
sponsible to the owner, and that there is 
no direct liability to the owner on the part 
of the correspondent bank.” 

The court distinguished the case from 
that of Federal Reserve Bank v. Malloy, 44 
Sup. Ct., 296, where the correspondent was 
sued, on the ground that the statute of 
Florida, where those facts arose, author- 
ized forwarding direct, which impliedly made 
each sub-agent, selected by the initial bank, 
the agent of the owner of the item, and li- 
able to him as such. City of Douglas v. 
— Reserve Bank, 300 Fed., 573. (Texas 
-24.). 
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INSOLVENT BANK WuicH Hap Borrowep 
Beyonp Statutory Limit—LenpING 
Bank Does Not Forreit 
LATERAL—NEBRASKA. 


T= receiver of an insolvent bank which 
had borrowed beyond the two-thirds limit 
of its capital, set by statute and its articles 
of incorporation, sought to regain possession 
of the collateral given to the lending bank 
when the loans were obtained. The sub- 
stance of the receiver’s contention is that 
the lending bank unlawfully obtained the 
collateral when it extended loans beyond the 
limit named by statute, and now unlawfully 
retains it, for that part of it beyond the 
two-thirds limit belongs to the state for 
the benefit of the depositors’ guarantee fund. 
And that, since the lending bank was charge- 
able with notice of the limitation of the 
borrowing power set by law, the collateral 
should be forfeited. 

But this court refused to allow the con- 
tention of the receiver, for while the bor- 
rowing in excess of the two-thirds limit was 
an ultra vires act on the part of the bor- 
rowing bank, nevertheless it obtained the 
loan, and now while it retains the fruits of 
its unauthorized contract, it cannot plead 
(through its receiver) that the contract was 
ultra vires. Furthermore, the court held 
that, while the statute expressly limited the 
borrowing power of banks, it did not add 
the penalty of forfeiture for a bank which 
lent to it in excess of the borrowing limit— 
Saunders v. Omaha Nat. Bank, 200 N. W., 
173. (Neb. 10-24.). 


GUARANTEE OF DEBT OF ANOTHER BY TRUST 
Company Receivinc No Benerit Is . 
ULtrA Vires—Trust CoMPANY 
Nor LIABLE ON THE Con- 
TRACT—M ASSACHUSETTS. 


| was engaged in the general 
banking business, and in exchange for 
a letter of credit for $50,000, issued to an 
importer, plaintiff received a guaranty of 
payment from the importer and from de- 
fendant trust company for any outlay plain- 
tiff might make on the letter of credit. The 
importer defaulted, and plaintiff brought this 
action on the contract of guaranty, seeking 
to hold the trust company liable for the 
advances. By the terms of the contract the 
trust company did “guarantee, promise and 
agree to and with” the plaintiff that the 
importer would perform his agreement with 
plaintiff. 

In seeking to hold the trust company lia- 
ble on the contract, plaintiff showed that it 
was the custom of trust companies to guar- 
antee letters of credit. Nevertheless, the 
court refused to hold the trust company lia- 
ble on the guarantee on the grounds that 
this contract was not within the power of 
the trust company under its charter and 
the banking laws, and while the guarantee 
was directly relied upon in ‘issuing the letter 
of credit, and the contract of guarantee was 
not inherently wrong, still there was no rule 
of equitable estoppel here, as the trust com- 
pany is not seeking to retain a profit under 
the contract it is attacking, because it got 
no benefit under it. Furthermore, the public 
interest is against allowing a corporation 
whose destiny is interwoven with that of 
its customers to transcend its powers and 
enter into speculative or other business en- 
terprises outside its lawful functions. “The 


business of banking is of such widespread 
public importance as to warrant and receive 
considerable governmental regulation for the 
general welfare.” Nor could the custom of 
trust companies to guarantee letters of credit 
issued by third parties be allowed to stand 
against a rule of law. Nowell v. Equitable 
Trust Co., 144 N. E., 749. (Mass., 9-24.). 


UNAUTHORIZED UsE oF Worp “Trust” As 
Part oF NAME—STATUTORY PRo- 
HIBITION—ARKANSAS. 


B* statute [Ark. 1923, Act 627, §6, p. 
523] corporations not authorized by 
the Bank Commissioner to conduct a mon- 
eyed corporation business were prohibited 
from using the word “bank” or “trust” as 
a part of its name. Pursuant to his duties 
as defined in the statute, the Commissioner 
sought to enjoin defendant, a corporation 
engaged in the purchase of oil and gas 
leases and the sale of stock therefor, from 
using the word “trust” in its title. 

The court held that the injunction should 
issue, since the statute was within the po- 
lice power in the state in forbidding the use 
of this or similar words by non-banking in- 
stitutions because such words when em- 
ployed led to the inference that said insti- 
tutions were banks. McKee v. American 
Trust Co., Ark. Sup. Ct., decided Dec. 1, 
1924, not yet reported. ; 


DEATH OF DRAWER Is REvocATION oF UN- 
PAID CHECK.—MISsSISSIPPI. 


6 ie day before the death of plaintiff’s 
uncle he gave her a check for $2,000, 
telling her that he did not have long to live 
and that he wanted her to have that, as 
she deserved it and it belonged to her. At 
that time plaintiff was caring for the de- 
ceased in his last sickness. 

On the day of the death of the maker, 
and a few hours thereafter, plaintiff went 
to the bank and obtained a deposit slip 
in her name in exchange for the check, 
but did not check out any money. Later 
the bank wrote plaintiff that they had not 
credited her account with the proceeds of 
the check, because of the death of the drawer 
before the check was cashed. 

Plaintiff brought this action against the 
bank and the executors, but on appeal plain- 
tiff was denied recovery. For the death of 
the maker of a check is a revocation of the 
right to pay. The right to stop payment on 
a check resides in the maker until it is 
cashed, accepted by the drawee bank, or in 
some way put beyond recall by the drawer. 
None of these conditions happening prior 
to the death of the drawer, the death ter- 
minated the right of the bank to pay the 
check. 

The court found as a matter of fact that 
the check was intended as a gift and was 
not for services performed. Smythe v. 
Sanders, 101 Sou., 435. (Miss., 9-24.). 


FEDERAL INCOME TAx—Money SAveD ON 
Note PAYABLE IN DEPRECIATED MARKS 
Not Income—New York. 


LAINTIFF borrowed certain money in 

1911, and in subsequent years before 
America’s entry into the World War, from 
the Deutsche Bank of Berlin, the credit be- 
ing extended only on condition that the 
notes therefor be made payable in German 
marks or -their equivalent. In 1921 the 


notes were paid off, settlement being made 
with the alien property custodian. Due to 
the fall of the value of the mark, a loan of 
approximately $770,000 was paid in full by 
about $80,000, and the revenue collector ex- 
acted the payment of an income tax on the 
saving thus effected in discharging the lia- 
bility. Payment being made therefor under 
protest, plaintiff in this action at law, sought 
to recover the tax thus exacted. The court 
decided in favor of the taxpayer, on the 
ground that this was not an income tax- 
able under the sixteenth amendment to the 
Constitution and the Revenue Act. For 
here was merely a discharge of a liability 
out of assets, and “the fact that after the 
transaction the plaintiff’s balance sheet had 
improved was not sufficient to constitute ‘a 
gain derived from capital.” Kerbaugh- 
Empire Co. v. Bowers, 300 Fed., 938. (N. Y., 
4-24.). 


Ricgut oF Income Tax Payer ENjoIN 
PuBLICATION BY COLLECTOR OF INFORMA- 
TION CONTAINED IN INCOME 
Tax RETURNS. 


6 gene was an action by an income taxpayer 
for a preliminary injunction restrain- 
ing the collector from making a book, list 
or abstract containing the name of plaintiff 
and the amount of income tax paid by him 
and making it available for public examina- 
tion and inspection. Plaintiff relied upon the 
threatened infringement of his right to pri- 
vacy in the matter of his financial income, 
on the theory that Sec. 3167 of the U. S. 
Rev. Stat. [Sec. 1311 Rev. Act of 1921] re- 
quires that income tax returns and disclosures 
therein contained be kept secret. 

The court held that it did not have juris- 
diction to grant the relief asked for. The 
taxpayer has no property right in his in- 
come tax return. After a return is made 
pursuant to a valid statute, the property in 
the return belongs to the government. The 
government may therefore do what it pleases 
with these returns after it gets them, which 
leaves only the question of what the govern- 
ment intended should be done with them. 
Section 3167 makes it a crime for the col- 
lector and certain agents of the government 
to make use of these records in certain ways. 
The section was enacted for the purpose of 
creating a public crime, of defining and an- 
nouncing a wrong against the public, and it 
is not intended thereby to create any other 
or additional right in the public records in 
favor of the person who contributed to make 
such records than the private citizen has in 
any other public records which may be mis- 
used in violation of the statutory prohibi- 
tion. The plaintiff therefore is asking that 
the collector be enjoined in committing an 
offense against the public and equity has no 
jurisdiction in a controversy of that char- 
acter. As to the argument that the threat- 
ened publication of the information contained 
in the income tax return would constitute an 
invasion of the plaintiff’s right to privacy, 
the great weight of the law is that an indi- 
vidual has not any property or personal right 
in privacy. The court also discussed, but 
did not decide the question of whether 
the provisions of the Revenue Act of 1924 
apply to returns made under the Revenue 
Act of 1923. Reavis v. Routzahn, U. S. 
Dist. Ct. N. Dist. of Ohio, East. Div., de- 
cided Oct. 30, 1924, not yet reported. 


Standard Form of Collection Agreement 


By THOMAS B. PATON, JR. 


Assistant General Counsel, American Bankers Association 


T would seem unnecessary to explain 
how important it is for the general 
protection of all banks that they should 
adopt the proper form of collection 
agreement—and yet it is a fact that there are 
certain banks which do not avail themselves 
of such agreement. True, banks have de- 
posit slips, signature cards and passbooks, 
but not a line of type appears on them even 
giving the bank the right to charge back an 
uncollected item. These banks are taking 
their chances. In the recent ca$e of Federal 
Reserve Bank of Richmond v. Malloy, the 
plaintiff bank would have saved upwards of 
$9,000 if it had been protected by the proper 
form of agreement. Other banks use im- 
properly drawn agreements which do aot 
give them full protection. Recently a letter 
was received from Hon. Orville A. Park, 
author of Park’s Georgia Annotated Code. 
He wrote as follows: “I 
think it quite desirable that 
there should be a standard 
form of collection agree- 
ment, which can be gen- 
erally adopted by the 
banks. As it is, there are 
almost as many forms as 
there are banks. Some of 
them afford protection, and 
others do not. Many of 
them protect in some par- 
ticulars but not in others. 
I hope you succeed in get- 
ting a standard form ap- 
proved and adopted.” This 
letter, which is typical of 
others received, states thé 
situation as it exists. 

In view of the ‘desira- 
bility for uniformity and 
protection, a standard form 
which, herewith submitted, has been prepared 
and has been approved by the General Coun- 
sel. By way of a preliminary statement it may 
be of interest to describe how the work was 
accomplished. Almost every conceivable 
form of collection agreement was taken from 
the files of the General Counsel. These were 
in the form of deposit slips, passbooks, sig- 
nature cards and separate forms, and had 
at one time or another been submitted for a 
legal opinion as to their validity. These 
forms disclosed the fact that the banks were 
not agreed on what should properly be placed 
in a collection agreement. Varying in 
length, some of them contained over 500 
words of text. With this material as a 
basis for study and analysis, a tentative 
short and long form of agreement was pre- 
pared and sent out to the various secre- 
taries of the state bankers associations and 
also to a selected list of attorneys with the 
request that they give it their severest criti- 
cism. The replies showed how greatly in- 
terested all sections of the country were 
in this important task, and the criticisms 
and suggestions were most helpful. The 
standard form, which contains 134 words, 
was approved by the General Counsel. It is 
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intended to cover all matters of major im- 
portance, leaving it to banks to make any 
additions they see fit. 


The Form, Phrase by Phrase 


yey following discussion may prove help- 
ful in comparing the standard form with 
those now in use, and in determining whether 
or not such forms cover the essential fea- 
tures. It is understood that this form is 
an agreement whereby the bank acts as a 
collecting agent for paper deposited with 
it, and that title does not pass at the time 
of receipt of the deposit which otherwise, 
in some cases, might be held to be the in- 
tention of the parties. The bank, accord- 
ing to law, must use due care in handling 
the collection. “Due care” means the same 


Standard Form 


N receiving items for deposit or collection, this 
Bank acts only as depositor’s collecting agent and assumes no 
responsibility beyond the exercise of due care. All items 
are credited subject to final payment in cash or solvent credits. 
This Bank will not be liable for default or negligence of its 
duly selected correspondents nor for losses in transit, and 
each correspondent so selected shall not be liable except for 
its own negligence. This Bank or its correspondents may 
send items, directly or indirectly, to any bank including the payor, 
and accept its draft or credit as conditional payment in lieu of 
cash; it may charge back any item at any time before final 
payment, whether returned or not, also any item drawn on 
this Bank not good at close of business on day deposited. 


care which a prudent person would take in 
collecting the item if it were his own. Under 
this agreement the bank, not being owner 
of the paper deposited, does not take any 
risk beyond the exercise of due care. There 
may be situations when the bank is in a 
better position if it is regarded as owner. 
For example, an attorney in Virginia writes 
that, when the bank places the amount of a 
bill of lading draft to the credit of the ship- 
per, and permits him to check upon the 
credit, the bank thereby becomes a bona fide 
holder, and no attachable interest in the 
goods remains in a creditor of the shipper. 
For this reason, says the attorney, it is 
to the bank’s advantage not to make an 
admission in its agreement that, as far as 
bill of lading drafts are concerned, it is 
acting as agent in the transaction. It ap- 
pears to the writer that banks should well 
take note of this, and in case of bill of lad- 
ing drafts or of other deposited items, where 
it is to its interest to acquire title on deposit, 
not to use the standard form, but to adopt 
some special form of agreement specifically 
covering bill of lading drafts and other such 
items. 

Line 1—The word 
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items is popularly 


understood to refer to checks, drafts, notes, 
certificates of deposit, acceptances, coupons 
or any other paper. Instead of specifying 
each of these items by name, the word items 
is intended to cover all of them. 

Line 1—“for deposit or collection.” These 
words are used to avoid any misunderstand- 
ing as to the purposes for which deposits 
are made. For example, a note deposited 
for collection is not strictly an item re- 
ceived for deposit. 

Line 2—“acts only as depositor’s collect- 
ing agent.” This phrase is necessary to in- 
dicate that thé bank does not take the item 
as owner, but that the relation of principal 
and agent exists. 

Line 2—‘“assumes no responsibility be- 
yond the exercise of due care.” This is a 
general limitation of the collecting bank’s 
responsibility as defined by the law. The 
phrase is useful to remind 
the depositor of the bank’s 
legal duty. Provisions 
adopted by some banks 
read as follows: ‘“ This 
bank assumes no respon- 
sibility beyond the ex- 
ercise of due care in selec- 
tion of correspondents.” 
This is subject to criticism 
on the ground that the re- 
sponsibility of a bank for 
due care should rightfully 
extend to additional mat- 
ters pertaining to the col- 
lection of paper, and for 
that reason the phrase used 
in the standard form is 
preferable. 

Line 3—“All items are 
credited.” Some forms read 
“All items are credited or 
cashed,” etc., the idea being that, when a 
bank cashes, instead of crediting, an item 
drawn on another bank, it should reserve 
the right to charge the same back if the 
item is not finally paid in cash or solvent 
credits. The words “or cashed” may, of 
course, be inserted by any bank which so 
chooses, but they have been omitted from 
the standard form for the following rea- 
sons: (1) It is not good banking prac- 
tice. (2) Assuming the depositor is hon- 
est, the bank is protected by his indorse- 
ment should an item on another bank be 
dishonored and by a subsequent clause in 
the agreement, where the item is drawn by 
another depositor on its own bank, clearing 
charge back at close of day. (3) The agree- 
ment could not cover in any event an item 
cashed for a non-depositor. (4) Payment 
is a finality. It is doubtful if it is wise to 
change this rule of law. A bank may, of 
course, change the form by including the 
words “or cashed” if it wishes to take care 
of such cashed items, but it is submitted that 
a bank is equally protected in cashing such 
items without such agreement thus amended 
if it obtains the indorsement of the de- 
positor for whom the item is cashed. Then, 
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if the item is not finally paid, the bank, as 
owner, has recourse against the indorser- 
depositor by way of set-off, after his lia- 
bility has been duly fixed by notice of dis- 
honor. But if the bank cashes an item for 
a non-depositor, it takes a risk which cannot 
be protected by an agreement. In regard 
to items drawn on the same bank for which 
cash is given, either to a depositor or non- 
depositor, the rule of law is that payment 
of an overdraft to a bona fide holder is a 
finality. See Digest of Legal Opinions of 
Thomas B. Paton, page 197. Furthermore 
it is not good banking practice to cash for 
a depositor, rather than credit, a check drawn 
either on the same or another bank, because 
it gives a dishonest depositor an opportunity 
to afterward allege and prove that he de- 
posited the check and claim credit therefor, 
denying that he received payment in cash. 
It is, therefore, better practice for the bank 
to credit items subject to payment and per- 
mit the depositor to obtain cash by his 
check against the credit. 

Line 4—“final payment in cash or solvent 
credits.” This is intended to define a me- 
dium of payment satisfactory to the bank 
_ which it is willing to accept as final. The 
word “cash” alone is insufficient because it 
does not square in every case with the mod- 
ern conditions under which payments are 
made. Therefore, the words “solvent cred- 
its” 
payment can be made by crediting the bank’s 
account in the ledger, such credit being as 
good as cash provided the bank entering the 
credit is solvent. As stated before, this 
method of payment by exchange of credits 
takes the place of the exchange of cash, 


which is shipped only at the end of cer- 
tain periods of time, when a balance be- 
tween banks is struck, and it is ascertained 
which bank is entitled to the shipment, or 
where the balance is settled by a remittance 


draft on a central correspondent. Presuma- 
bly “solvent credits” means credit given by 
a bank which is solvent at the time the credit 
is given. Subsequent insolvency of the cred- 
iting bank would be at the risk of the col- 
lecting bank. 

Lines 5 and 6—“This bank will not be lia- 
ble for default or negligence of its duly 
selected correspondents.” Under the deci- 
sions in a number of states, a bank as col- 
lection agent is responsible for the negli- 
gence and default of all correspondents; 
while according to other decisions, the lia- 
bility of the bank is limited to due care 
in the selection of a suitable correspondent 
and in the subsequent handling of the col- 
lection. This phrase adopts the latter rule 
and limits the responsibility of the bank 
to the exercise of due care. This phrase 
contains the boiled down essence of many 
provisions used by banks, all of which cover 
the same thing, although expressing it in a 
greater number of words. For example, 
the foregoing provision covers in a practi- 
cal way all of the following: “All items 
are handled for collection with the express 
understanding that the same is done solely 
for the account and convenience of the de- 
positor. The bank will endeavor to the best 
of its ability to protect the interests of the 
depositor, but it shall not be liable in any 
way or in any event for the acts, omissions, 
negligence, default or failure of other banks, 
agents or sub-agents. This bank shall se- 


are added in order to indicate that final ° 


lect such correspondents and sub-agents as 
it employs for its own items, and_ shall 
not be liable for such selection if it makes 
the selection in good faith and exercises 
honest judgment.” The words “duly se- 
lected” used in the standard form will doubt- 
less be held to mean selection with due care 
as defined by the law. The word “default” 
is, in the opinion of the writer, a sufficiently 
comprehensive term to cover failure or act 
of omission or commission. The above pro- 
vision is necessary in those states in which 
banks are held liable for default of corre- 
spondents. See Digest of Legal Opinions of 
Thomas B. Paton, pages 245-248. 


Line 6—“losses in transit.” Many banks 
use the expression “losses in the mail,” but 
the phrase underlined covers all forms of 
transmission, whether by mail, messenger 
or otherwise. “Losses” would also include 
loss of any documents attached to or ac- 
companying the items deposited for collec- 
tion. 

Lines, 6, 7 and 8—“and each correspondent 
so selected shall not be liable except for its 
own negligence.” Another way of stating 
this provision is as follows: 


“It is agreed that each collecting agent 
to whom any item is presented or for- 
warded, is the agent of the depositor, but 
no agent shall be liable for any loss 
.growing out of the negligence, default 
or failure of another agent.” 


This provision is primarily intended for 
the benefit of correspondents. It secures to 
the correspondents the same protection af- 
forded to the original bank, namely, ex- 
emption from liability except for its own 
negligence for the default or failure of its 
correspondents. In other words, each cor- 
respondent is answerable direct for its own 
negligence. 


Lines 8 and 9—“This bank or its corre- 
spondents may send items, directly or in- 
directly, to any bank including the payor.” 


By reason of this provision the bank ob- 
tains authority in advance, permitting itself 
or its correspondents to send direct to any 
bank, including the payor. Forwarding di- 
rect to the payor bank without specific au- 
thority from the depositor is quite generally 
regarded as negligence by the courts, but 
in a number of states it is now authorized 
by statute and the judicial rule overturned. 
See Digest of Legal Opinions of Thomas B. 
Paton, page 239. The agreement, although 
entered into by the bank, is also for the 
benefit of its correspondents who forward 
items direct. The words “including the 
payor” are inserted for purpose of clear- 
ness, in order that it will be understood that 
“any bank” includes the bank on which items 
are drawn or made payable. The term 
“payor” means drawee bank and also a bank 
at which a note is payable. The word 
“indirectly” is used to convey the idea that 
a bank may employ circuitous routes for 
collection. Such method, unless auth®rized 
by agreement or statute, has been held neg- 
ligent in some states. 

Lines 10 and 11—“accept its draft or credit 
as conditional payment in lieu of cash;” 

This provision is required owing to the 
recent United States Supreme Court decision 
holding that it is‘negligent for a collecting 
bank, unless authorized to the contrary, to 


accept anything in payment other than 
cash. This method of receiving payment 
is not in accordance with present day con- 
ditions and, therefore, special authority to 
accept bank drafts in lieu of cash must be 
given by the depositor. The preposition 
“its” before the words “draft or credit” 
means the draft of the payor bank or any 
correspondent bank which forwards its own 
remittance draft, or the credit given by such 
banks. It is also to be noted that the cor- 
respondent banks as agents as well as the 
immediate principal are authorized to accept 
a draft or credit in lieu of cash. The word 
“conditional” could be omitted, but it is 
retained because it indicates the right of 
the bank to charge back any item for which 
cash or solvent credits are not received. The 
words “in lieu of cash” could also be omit- 
ted, but they are inserted because the de- 
positor can clearly understand that he can- 
not insist upon the collecting agent requir- 
ing a cash payment. 


Lines 11 and 12—“it may charge back any 
item at any time before final payment, 
whether returned or not.” 


This provision has relation to provision 
in lines 3 and 4—that is, “All items are 
credited subject to final payment,” etc. Banks 
desire the right to charge back expressed 
in so many words and not left to infer- 
ence. The words “at any time before final 
payment” are advisedly inserted. Some 
agreements have a provision which reads, 
“Should items be lost or should no returns 
be received within a reasonable time, such 
items may be charged back,” etc. The pro- 
vision in the standard form is fair and more 
advantageous to the bank because it does 
not admit of any confusion or difference of 
opinion as to what constitutes a reasonable 
time. “Final payment” means final payment 
in cash or solvent credits as appears in line 
4. “whether returned or not.’—There are 
instances where items have been lost or 
surrendered to an insolvent drawee bank in 
exchange for its dishonored draft. In such 
cases the bank has the right to charge the 
item back even if the item is not returned. 
But some depositors believe that they should 
not have their account charged unless the 
item is returned to them in order to enable 
them to recover from all parties to the in- 
strument. The words “whether returned 
or not” which could be safely omitted are 
included because of this erroneous belief. 
Some agreements contain a provision to the 
effect that the bank “may decline payment 
of checks drawn against conditional cred- 
its.” The obvious purpose of such provi- 
sion is to relieve the bank from responsi- 
bility for wrongful dishonor of checks, but 
it is submitted that where a bank is author- 
ized to charge back a conditional credit at 
any time, this right enables the bank to 
refuse payment of any item drawn against 
such conditional credit, and the suggested 
provision is not necessary. 

Lines 12 and 13—“also any item drawn on 
this bank not good at close of business on 
day deposited.” 

The majority of decisions (a few contra) 
holds that a credit to a depositor of a check 
drawn on the same back by another bank is 
equivalent to payment and cannot be charged 
back at the close of the day if the funds 
drawn against are insufficient. See Digest 
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of Legal Opinions of Thomas B. Paton, page 
197. The above provision is, therefore, nec- 
essary—particularly in those jurisdictions 
which hold to the majority rule. 


Where Should Agreement Be 
Printed? 


T is essential, to bind the depositor, that 

the agreement be assented to by him. 
Where printed on signature cards or other 
forms signed by the depositor, it is unques- 
tionably a binding agreement; where printed 
on unsigned forms, it is necessary that the 
depositor’s knowledge and assent be shown. 
While the courts generally presume such 
assent, there are cases where the depositor 
has denied knowledge, which hold that the 
depositor’s attention must be particularly 
called to the agreement. Jt is, therefore, 
desirable, if possible, that the depositor’s sig- 
nature be obtained. The standard form 
may be printed on deposit slips, signature 
cards, advice tickets, passbooks, acknowledg- 
ments, receipts and other forms. Some 
banks feel that, if the depositor has signed 
the agreement printed on the signature card, 
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it is unnecessary or even misleading to have 
the same agreement printed in passbooks, or 
deposit slips or other forms; but it should 
be understood that such duplication of print- 
ing, apart from the matter of proof, is an 
advantage to the depositor insofar as it 
makes him familiar with the terms of the 
contract under which he is bound. To sum 
up, the bank should make certain that the 
depositor is bound by an agreement. After 
that there is no legal necessity of duplicat- 
ing the agreement on other forms—but from 
an educational and practical standpoint a 
bank may deem it wise to print such dupli- 
cation according to its own judgment. 


Miscellaneous Provisions 


EVERAL provisions which have been 

brought to the attention of the office 
of the General Counsel have been adopted 
by various banks. These have not been 
included in the standard form, because they 
have not been regarded as strictly essential. 
One or more of them can, however, be added 
at the bank’s own option and discretion. 
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A detailed discussion of these provisions 
will not be given in this article. 

The miscellaneous provisions referred to 
are as follows: (1) “The method of col- 
lection, according to the rules of any es 
tablished clearing house or the Federal Re 
serve Board, shall be regarded as due care.” 
(2) “Items need not be presented through 
the clearing house or forwarded to outside 
points until the business day following the 
day of deposit.” (3) “In receiving items 
for deposit or collection including items oii 
another office of this Bank.” (The words 
in italic have been added after word “col- 
lection” in the standard form.) (4) “This 
bank may decline payment of checks drawn 
against conditional credits.” (5) “It is op- 
tional, but not obligatory, to request certifi- 
cation in any case.” (6) “All items are 
forwarded subject to protest unless other- 
wise instructed.” (7) “All items over $10 
are forwarded subject to protest.” (8) “No 
draft, note, coupon, protested check, or 
check that has previously been returned un- 
paid and deposited as cash shall be con- 
sidered paid unless specific advice of pay- 
ment is requested at the time of deposit.” 


Many Ways for Bankers to Help the Farmer 


By D.H. OTIs 


Director Agricultural Commission American Bankers Association 


Prete for the encouragement of 


specific projects in agriculture have 

been adopted by the agricultural com- 
mittees of the State Bankers Associations in 
47 states. 

More than thirty different projects, rang- 
ing from the best plans to bring about di- 
versified farming to orderly marketing, have 
been listed for banker-farmer emphasis to 
the end that the welfare of the state may be 
served by more intelligent effort on the part 
of those who till the soil. The Agricultural 
Commission of the American Bankers Asso- 
ciation, cooperating with bankers in develop- 
ing ways and means by which they can aid 
in carrying out an aggressive, sane and 
sound agricultural program in the various 
parts of the country. 

To spur the state bankers on in their ef- 
forts, the commission has printed and dis- 
tributed project blanks. Included in these 
projects are boys’ and girls’ club work, more 
legumes, diversification, improved cotton cul- 
ture, country and home demonstration agents, 
orderly marketing, improved dairying, pure 
bred livestock, farm accounts and credit 
statements, tenancy problems, agricultural 
research work, improved crops, soil drain- 
age and fertility, community organizations, 
poultry, agricultural information service, 
bank rather than store credit, loans on long- 
time basis, county farm programs, better 
homes, banker-farmer meetings and tours, 
disease eradication, agricultural surveys, 
credit needs and other miscellaneous pro- 
jects. 


VERY effort is made to get each bank 
to indicate at least one project upon 
which they are willing to concentrate. The 
banks are asked to fill these out in triplicate, 
retain one copy for its own file, one copy to 


be mailed to the Chairman of the Agricul- 
tural Committee in the state and the third 
copy, to be sent to the office of the Agricul- 
tural Commission, where a summary is made 
of all the returns. 

A copy of this summary is mailed to the 
college of agriculture in the state concerned 
and, by previous arrangements, the college is 
planning to send a personal letter to each 
bank with special information on the particu- 
lar project in which that bank is interested. 
Furthermore the colleges have in mind send- 
ing the list of the banks who have responded 
to the county agents of the respective coun- 
ties and these county agents will endeavor to 
get in touch with the banks to effect co- 
operative efforts between the bank and the 
work of the county agents. 

Further follow-up is being arranged by 
getting the Agricultural Committee and the 
officials of the state association to appoint 
representatives (not necessarily members) 
of the Agricultural Committee whose duty 
will be to carry out the program adopted by 
the Committee in their counties. It is hoped 
that this representative and the county agent 
will together visit each bank in the county 
with a view of assisting in carrying out par- 
ticular projects which those banks have se- 
lected. These representatives will also en- 
deavor to get those banks which have not 
responded to take up some work and, in co- 
operation with the others, inaugurate a uni- 
fied effort to put over a worthwhile agri- 
culture program. 

A few of the states have gone a step 
further and have made arrangements where- 
by the Chairman of the Agricultural Com- 
mittee of the State Bankers Association and 
the Director of Extension of the Agricul- 
tural College will go together to each county 
in the state and hold a conference with the 


representatives of the Agricultural Commit- 
tee for the county and the county agent, and 
consider with them the best methods of 
promoting the work before these representa- 
tives of the county visit and sell the pro- 
gram to the bankers. 

In this manner, it has been the aim of the 
Agricultural Commission to bring the work 
of the agricultural committees and the Agri- 
cultural Commission of the American Bank- 
ers Association before the banks of the 
country. By the methods described it is pos- 
sible for each banker to be acquainted with 
the agricultural work adopted by his state 
and to have a part in the work and the at- 
tendant benefits. 

The solution of our agricultural problem 
is too large a task for any one person or any 
one group of persons. It requires the sound 
judgment and the united efforts of various 
interests—educators, farmers, bankers and 
other business interests. These interests can 
well unite, first’ in diagnosing the situation, 
then determinitig the problems and the best 
methods of effecting a solution. 


Employees May Purchase Stock 


Prominent among the banks which have 
announced plans for sharing their profits 
with their employees is the National City 
Bank of New York City. Through the 
cooperation of certain large shareholders, 
who had agreed to sell their subscription 
rights substantially below the market value, 
the bank proposes to give every employee of 
the bank and its affiliated corporations an 
opportunity to subscribe for a fixed num- 
ber of shares at $275 per share, although 
the market value of the stock was approxi- 
mately $460. 
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Credit Union 
(Continued from page 439) 


with thrift and usury—but with intangible 
things which make for good citizenship. 

As a result of this experience I cooperated 
with Pierre Jay, who was then Bank Com- 
missioner of Massachusetts and who had 
been making a study of the same subject and 
who, in his annual report for the year 1908, 
recommended the enactment in Massachu- 
setts of legislation which would provide for 
the organization and administration and su- 
pervision of credit unions in Massachusetts. 
Alphonse Desjardins was invited to Boston 
to advise with us in the Massachusetts draft, 
and a bill was prepared and submitted to 
the Massachusetts Legislature in 1909, which 
bill was enacted and became the first credit 
union law in the United States. 

Without entering into any considerable 
detail of the Massachusetts development, it 
may be indicated briefly by the following 
summary table: 


Assets 
2,449 
91,510 
808,350 
3,966,278 
6,297,241 


Members Borrowers 
105 64 
2,862 752 
11,418 3,623 


29,494 9,621 
44,969 17,002 


These totals were accumulated through 
average savings of fifty cents a week. Fre- 
quent investigations have indicated that most 
of these savers had not previously saved 
anything, and that the bulk of this already 
significant total would not otherwise have 
been saved. 

Some of the units in Massachusetts within 
which successful credit unions now operate 
are: 

Blake & Knowles Works (Worthington Pump & 
Machinery Corp.), East Cambridge. 

Walworth Mfg. Co., South Boston. 

Dennison Mfg. Co., Framingham. 

M. S. Wright Co., Worcester. 

Hygrade Lamp Company, Salem. 

Lowell Bleachery, Lowell. 

Lewis A. Crossett Company, North Abington. 

New England Telephone & Telegraph Co. (eight 
credit unions). 

Boston Post Office (and other Massachusetts post 
offices). 

Wm. Filene’s Sons Company, Boston. 


Gilchrist Company, Boston. 
Hamilton Woolen Company, Southbridge. 


The Legislative Development 


To credit union development in Massa- 
chusetts has been primarily urban, and 
the credit unions are organizations of wage 
workers. In 1913 the American Commis- 
sion to Investigate Rural Credit Agencies 
was appointed and made a study which in- 
cluded a survey of credit union development 
in Europe. As a result of this investiga- 
tion, John Sprunt Hill of Durham, N. C., a 
member of the commission, initiated an ef- 
fort which resulted in the enactment of a 
rural credit union law in North Carolina 
in 1915. This law resulted in the begin- 
nings of the application of the credit union 
plan to meet the difficult short-term credit 
problems of small farmers—and particularly 
landless tenant farmers—under typical condi- 
tions in the United States. As a result of one 
or the other of these pioneering efforts the 
broader development has come, greatly ex- 
pedited in the past three years by the Credit 
Union National Extension Bureau. At present 
there are credit union laws in eighteen states, 
all but two of which are typical and capable 
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THE CHOICE OF « AMERICAN « BANKERS 


No blind alleys in this leduer 


direct, well-marked routes to each account 
save as much as 50% in bookkeeping time 


JO longer is it necessary for 
Bi bookkeepers to grope 

| through ponderous ledgers. 

B) No longer do they have to 

flop endless pages. No longer 

need rumpled, crumpled ledger sheets 


hinder their seeking fingers. 


For, with the L. B. Card ledger, the 
bookkeeper’s hand darts directly to the 
account card desired. 


A well-marked highway 


The L. B. Card ledger is vertically 
arranged. All guide tabs 
clear and visible—a 
well-marked highway 
to every account. 


The bookkeeper can 
now locate, post to, and 
replace an account card 
in the time it took just 
to locate the name inan 


old-style ledger. This 


Six Big Divisions of 
L. B. Service to Banks 
. Bank card record system 
. Bank filing systems 
. Equipment, wood and steel 
. Cards and filing supplies 
. Specially-trained bank 


salesmen 
. Special bank services 


Indexing, Analysis, Statisti- 
cal, Calculating 


saving in time is so marked, that L.B. 
Card ledgers save 10%, 30%, even 50% 
of the bookkeeping time formerly 
required. 


Banks have been quick to realize the 
savings the L. B. Card ledger affords. 
Already thousands of business firms 
and banks, in adopting it, have effected 
definite bookkeeping economies. 


Send for this booklet 


If your bookkeepers are still groping 
through old-style ledgers there is time- 
waste in your Office. 
Write for booklet No. 
828 “L.B. Card ledgers 
for commercial ac- 
counts”, which explains 
this ledger in detail. 


Or ask for actualdem- 
onstration at one of 
our salesrooms. Con- 
-sult your phone book. 


Home Office: 230 Albany St., Cambridge, Mass. Salesrooms: 52 principal cities of United States, France 
and England. Factories: Cambridge, New York, Chicago, Ilion, N. ¥Y., New Orleans and London, Eng. 


Library Bureau 


Card Ledgers for Every Bank 


= 
| 
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SEEKING NEW BUSINESS ON OUR RECORD 


Experience 


XPERIENCE, in any busi- 

ness, is important, but in 
the banking business, which is 
the channel through which all 
other businesses are conducted, 
experience is imperative. The 
Chemical places at the disposal 
of its depositors the cumulative, 


uninterrupted experience of one 
hundred years! 


100 YEARS OLD — 100% MODERN 


THE 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE AT 29TH STREET 
MADISON AVENUE OFFICE AT 46TH STREET 


of effective use. The adequate laws of 
this sort are in Massachusetts, New Hamp- 
shire, Rhode Island, New York, New Jersey, 
Virginia, North Carolina, South Carofina, 
Tennessee, Kentucky, Mississippi, Louisiana, 
Indiana, Texas, Wisconsin and Oregon. The 
credit union laws in Nebraska and Utah 
both must be materially amended before they 
can be used effectively. 

The value of credit union development as 
a public service has, almost from the be- 
ginning, attracted men of high standing, first 
in Massachusetts and more recently from all 
parts of the United States. The Massa- 
chusetts development, for example, was ex- 
pedited by the organization in 1917 of the 
Massachusetts Credit Union Association. The 
Directors of the Association included such 
men as Howard Coonley, now President of 
the Boston Chamber of Commerce, Felix 


Vorenberg of Boston, Henry S. Dennison, 
President of the Dennison Manufacturing 
Company of Framingham; Judge A. K. 
Cohen of the Boston Municipal Court and 
Judge George A. Flynn of the Massachusetts 
Superior Court. 

Later, after the Massachusetts experi- 
ments had demonstrated that the credit union 
theory would work in practice, I established 
the Credit Union National Extension Bu- 
reau. The Bureau operates with a central 
office devoted to three primary things: (1) 
Securing needed legislation; (2) developing 
a state organization to carry on local work; 
and (3) eventually the development of a 
national association. 

To assist it in its work in 1923 a Nation- 
al Advisory Council of 101 members was 
organized. The members of the Council 
subdivide into seven groups. The banking 
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group includes W. P. G. Harding, First Gov- 
ernor of the Federal Reserve Bank; John 
Sprunt Hill, President, Durham (N. C.) 
Loan & Trust Co.; Pierre Jay, Chairman of 
Board of Directors, Federal Reserve Bank 
of New York; John W. O’Leary, Chicago 
Trust Company; George E. Roberts, Na- 
tional City Bank of New York; W. V. M. 
Robertson, Jr., Alabama Home Mortgage 
Company; Oliver J. Sands, American Na- 
tional Bank of Richmond; Paul H. Saun- 
ders, Newman, Saunders & Co., Inc., New 
Orleans; James H. Causey, James H. Causey 
& Company, Denver; R. W. Manuel, Mar- 
quette National Bank, Minneapolis; G. R. 
Ewald, Fidelity & Columbia Trust Co., 
Louisville; W. D. Ellis, Federal Intermedi- 
ate Credit Bank of Berkeley; A. S. Vinzent, 
Bank of California, N. A., San Francisco. 
Equally good men compose the other six 
groups. 

These laws all recognize the fact that 
credit unions should be under governmental 
supervision (generally the State Department 
of Banking), and provide not only for fre- 
quent reports to the supervising authority 
but for at least annual examinations of the 
books. This supervising agency also has the 
power to close the credit union for violating 
the principles of the credit union law or for 
improper management. 

In some states it is possible to operate 
credit unions without any state supervision. 
I believe this ought not to be permitted. The 
desirability of laws to bring all such organ- 
izations within governmental supervision is 
obvious; the general development of credit 
union legislation and a rapid increase in gen- 
eral knowledge of this subject will accom- 
plish eventually this very desirable result. 

Almost all of these credit union laws are 
of very recent origin and the credit union 
development is in its infancy. Enough has, 
however, been already accomplished to indi- 
cate something of what may be hoped for 
from a future development on broad, na- 
tional lines. 

Credit unions are not banks in the sense in 
which we generally use the word “bank.” A 
credit union system would be in no sense a 
competitor of or a substitute for the present 
banking system. The credit union is, on the 
other hand, a normal, natural supplement to 
the banking system, to be encouraged, nour- 
ished and developed by banks as a part of 
their process of making the present economic 
system materially responsible for social 
progress. 

Brief consideration of the credit union 
plans of operation demonstrates the accu- 
racy of this conclusion. Credit unions are 
organized within specific groups. They are 
completely cooperative. They do their busi- 
ness through banks and do not, of them- 
selves, do a general banking business. They 
specialize in units of saving too small indi- 
vidually to profitably interest a commercial 
bank and in problems of credit with which 
no other type of institution—unless the pro- 
fessional money lender be so classified—can 
concern itself as a business as distinguished 
from a charity or quasi-charity. 


Points of Difference 


O elaborate somewhat: A credit union 
is an organization of members. Unlike 
a bank, it cannot attract membership or cus- 
tomers from a broad banking field. The 
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credit union unit may be the employees of a 
given factory, mill, store or other industrial 
unit. It may be the residents of a well- 
defined neighborhood, the members of a 
church parish or fraternal order. The group 
consciousness may be racial or national or 
industrial, but whatever the common bond 
uniting the members, the bond must exist. 
This does not mean that the credit union 
must be small. There are eight credit unions 
now operating among the employees of the 
New England Telephone & Telegraph Com- 
pany with a total membership of 13,000. On 
the other hand there are equally successful 
credit unions with thirty or forty members. 
The Credit Union National Extension Bu- 
reau is now cooperating with the Director 
of Service Relations, attached to the office 
of the Postmaster General, and already there 
are thirty credit unions of letter-carriers and 
other employees of the postal department, 
and these credit unions seem to operate just 
as successfully in an office with fifty mem- 
bers as five thousand. 

The credit union is, as above indicated, 
strictly a cooperative society in which each 
member has one vote whether his share 
holdings be great or small. Money is ac- 
cumulated exclusively from the members, 
is used exclusively for loans to the mem- 
bers, with any surplus invested in invest- 
ments legal for savings banks, is managed 
by officers chosen by and from the mem- 
bership, with all the net earnings, after the 
guaranty fund requirements have been cared 
for, divided among the members in interest 
and dividends. At the first meeting of a 
credit union a depository bank for the funds 
is chosen, and all credit unions, after they 
have begun to develop, keep material bal- 
ances in their banks of deposit. 

The unit of savings is small, and the ef- 
fort is to create the habit of saving. In 
this connection the credit union is a thrift 
agency—one of many such agencies, all of 
which, if sound and properly supervised, are 
of great value. There cannot be too much 
thrift. The credit union plan calls for the 
issuance of shares of small par value—gen- 
erally $5—payable in cash or in weekly in- 
stallments. The installment unit is small, 
rarely more than 25 cents a week. The credit 
union is concerned with the saving capacity 
of the member least able to save. That 
does not mean that it does not welcome 
larger savings, but the emphasis is placed 
definitely on making small savings possible 
and making small beginnings have appreci- 
able endings by inculcating in the member 
the habit of weekly saving. The fact that 
the credit union also caters to the member’s 
convenience enhances its value. In a factory 
or mill the credit union window is generally 
next to the paymaster’s desk, and the mem- 
ber may deposit with the minimum incon 
venience. It has been repeatedly demon- 
strated that most credit union members are 
saving money for the first time in their 
lives. 


An Agency to Combat Usury 


ERE the thrift feature of the credit 

union its only concrete value, the plan 
might be worthwhile as one of many good 
plans. But the credit union is, potentially, 
the most effective weapon as yet forged with 
which to combat usury. Usury is a short 
and ugly word. We all like to believe that 
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Service’ 


Departments: Banking Bond Corporation Real Estate Loan 


Real Estate Public Relations 


Safe Deposit Savings Trust 


based upon the experience gained during more 
than a quarter century of aggressive, yet 
conservative, financial achievement in the 


City of St. Louis. 


Each of our nine departments is a unit 
which operates smoothly and swiftly to 
deliver the utmost possible service to 
those who require banking” connections 


in St. Louis. 


Mercantile Ti st Company 


Member Federal 
Rererve frtem 


EIGHTH AND LOCUST 


Capital é Surplus 
Ten Million Dollavs 


-TO ST. CHARLES 


SAINT LOUIS 


in this great, rich and prosperous country 
there is no such evil practiced on our people. 
Yet to ignore an evil accomplishes no good 
purpose. A boil on the back of the neck 
should be lanced—not concealed by a clean 
collar, for if it is not lanced it means a 
poisoning of the system, just as usury, if not 
controlled, may poison the victim against all 
banking legislation, including legislation that 
sound banking needs. The Credit Union Na- 
tional Extension Bureau has investigated 
usury in many parts of the United States, 
and it may be said with some degree of 
authority that usury is a prevalent national 
practice. 

This problem is concerned with facts—not 
theories. I cite a case which came to the 


fl 

fl 

This company offers its services to banks, 
trust companies, corporations and individuals, 


office of the bureau within a week. In 
Massachusetts we have the Uniform Small 
Loans Law, except that the rate limitation 
is 3 per cent a month rather than 3% per 
cent, which the Uniform Law provides. This 
law, incidentally, has to do with loans of 
$300, and less. The victim in this particular 
case needed to borrow $150. He went to a 
lender in Boston, who does not subscribe to 
the small loans law and who, in order to 
bring the transaction out from under the law, 
required that the borrower sign a note for 
$301, whereupon he gave the borrower $150 
in cash and a receipt for $151. This note 
carries a rate of interest of 10 per cent a 
month on $301, which is what this particu- 
ular borrower was called upon to pay for 


| 
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Record sales 
of American Express Travelers Cheques 
the result of superior service 


Again it is the pleasure of the American Express Company to report a 
yearly sale of American Express Travelers Cheques unprecedented in the 
history of travelers cheques. 


The figures for the fiscal year 1924 exceeded by many millions the record sales of 
1923; and showed an increase of more than 400 per cent over the great travel year of 
1913. 


To the 17,000 banks whose patrons thus insured their travel funds, these figures 
tell this significant story of practical service to travelers everywhere:— 


In the United States, 26,600 express offices as a unit have striven to make journeys 
more pleasant and easier for those who are away from home. 


In Europe, more than 2,500 American Express employes have worked hard and suc- 
cessfully to insure happier and safer tours to American travelers in strange lands. 


In South America and the Far East, proportionate staffs of trained Americans have 
performed similar services. 


Wherever travelers have been, they have found American Express representatives 
ready and willing to aid them. 


Apart from the safety of their travel funds, and the services which automatically 
came to them .because they carried American Express Travelers Cheques, thousands 
of travelers have profited by the world-wide use they have made of the services of 
the American Express Travel Department. This Department has relieved them of all 
annoying details of travel, securing their travel accommodations, steamship tickets, 
railroad tickets, hotel reservations, itineraries, etc., etc. 


American Express Travelers Cheques are known wherever there is a semi-civiliza- 
tion. Wherever there is a beaten path of travel, the American Express Travel De- 
partment provides every service needed by the traveler. 


The past year has been a record year. But these statements are made especially 
to affirm to the banks that the American Express Company has kept faith with 
them. It has served widely and well those traveling patrons whom the banks have 
entrusted to its care. 


Each year marks a steady expansion in the growth of the American Express organ- 
ization. For 1925 plans are already under way for enlargements in the buildings 
given over to the use of travelers in Paris and other foreign centers. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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a loan of $150, or more than 240 per cent per 
annum interest, as no reduction was to 
be made in the principal sum as a basis of 
computing interest until the whole loan had 
been repaid. That is usury. Incidentally, 
this borrower joined a credit union; the 
credit union treasurer forced the “loan shark” 
to a favorable settlement and then loaned 
the new member what was necessary to liqui- 
date his note with the “loan shark” on this 
new settlement basis. The credit union 
made this loan at practically bank rates and 
without service charges. 


Rate of Interest 180 Per Cent 


Ho” this problem may affect a consid- 
erable group of employees, and as one 
other example of usury in effective opera- 
tion, may I cite the case of a credit union 
organized among the employees of one of 
our largest American cities. It was known, 
from long experience, that these men and 
women were being constantly bedevilled by 
“loan sharks,” and an investigation was 
made. It was found that 1200 of the em- 
ployees of this particular city had loans with 
private money lenders. One hundred of 
these loans were examined, and the rate 
of interest was found to average 180 per 
cent. These men and women were regu- 
larly employed. A credit union was orga- 
nized within this particular group in 1915. 
Within a year the “loan shark” had been 
evicted from this particular city hall. This 
credit union now has assets of over $68,000, 
cares for all the loans of its members at 
a low rate of interest and has 1300 mem- 
bers, most of whom had never before saved 
a penny. 

‘Usury shows its ugly head in many, many 
ways. It may be toa tenant farmer, mortgag- 
ing his crop to buy seed, paying a ruinous 
time-price for his fertilizer and usury on his 
crop lien. It may be to a small business man 
who has not grown to banking size. It may 
be to a wage worker who finds himself at 
the week’s end with his pay attached or 
garnisheed, going home with nothing to 
show for his week’s work except a grudge 
which he may satisfy in any one of many 
destructive ways. Usury is a result of a 
combination of two circumstances: an acute 
need of credit plus the lack of credit facili- 
ties at normal rates of interest. It is an 
evil which legislation may partially allevi- 
ate. But the cure for it lies in the crea- 
tion of credit at legitimate rates of inter- 
est. That is the only cure, and the credit 
union is the means of effecting that cure. 


The ‘‘Wild-Cat’”’ Stock 
Speculation 


HE greatest value of the credit union is 

contained in its potential capacity to edu- 
cate large numbers of people to whom bank- 
ing has hitherto been a mystery and, be- 
cause mysterious, misunderstood and, be- 
cause misunderstood, oftentimes viewed with 
suspicion. Much attention has been given 
in late years to the increasing problem of 
the diversion of hard-won savings into 
worthless speculative “investments.” It is 
impossible probably to determine just what 
the “wild-cat” speculator gets out of the 
American wage workers—to say nothing of 
what he gets from all other sources. He 
operates successfully because he understands 
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HASKINS & SELLS 
AND 


DELOITTE, PLENDER, GRIFFITHS & CO. 
Announce the formation of copartnerships in 


CANADA 


CUBA 


MEXICO 


under the firm name 


DELOITTE, PLENDER, HASKINS & SELLS 


ACCOUNTANTS AND AUDITORS 
Principal Offices 


MONTREAL 


HAVANA 


MEXICO CITY 


THE NEW FIRMS WILL BE AFFILIATED WITH HASKINS & SELLS 
AND WITH DELOITTE, PLENDER, GRIFFITHS & CO. IN THE 
UNITED STATES OF AMERICA, GREAT BRITAIN, CONTINENTAL 
EUROPE, SOUTH AMERICA, SOUTH AFRICA, AND CHINA. 


New York, Jan. 2, 1925 


human psychology—knows the power of the 
printed word—and can depend absolutely on 
the collosal ignorance of the average man 
and woman in all matters pertaining to the 
investment of money. I saw recently a bank 
advertisement which depicted an old washer- 
woman who had for eleven years been pa- 
tiently accumulating in that bank a thousand 
dollars; who withdrew it and in a single day 
and in one transaction had bought with her 
thousand dollars stock that was not worth at 
the time she bought it the cost of the paper 
the certificate was engraved upon. That is a 
social injustice. Such injustice can be re- 
lieved only by education. The credit union 
may well be the kindergarten school and this 
important business of (1) teaching the aver- 
age man how to save money; (2) instructing 
him in the proper use of credit and (3) 
bringing him to a sane comprehension of at 
least the first principles of investment will 
constitute the curriculum. 

If we reduce this all to a purely banking 
business basis—the bank has everything to 
gain from credit union organization. As 
has been stated, credit unions do their busi- 
ness through banks, bring to the banks money 
that has not hitherto been saved; capable of 
bringing in addition the stockings savings of 
the people now, in vast totals, hidden away 
and out of circulation. It cares for the small 
loans problem. It educates people to banking 
size. It teaches those fundamentals which 
make for understanding and faith in all 
banks. The credit union should, indeed, be 
the “little brother of the banks.” 


Credit Union’s Potential Value 


I HAVE often given thought to the future 
of the credit union in our developing de- 
mocracy. I have no fear for the future of 
our country except as I fear ignorance and 
bad thinking and bad voting and social in- 
justice, all resulting from ignorance. I have 
already said that I have no faith in the mys- 
terious. I believe in the daylight. Just as 
there are healing properties in the sunshine— 
so enlightenment resulting from education is 
the most effective medicine for the ills of our 
economic system. 

Great problems lie in the immediate fu- 


ture, problems which can be solved properly 
only by a contented, an enlightened and an in- 
telligent citzenry. Will usury make for con- 
tentment? If not—then we are all concerned 
that there be no usury. And—make no mis- 
take—there is much usury and it makes for 
great unhappiness. If a thrifty people are a 
more contented and a happier people—we are 
all interested—not that one plan of thrift 
promotion or another be encouraged, but that 
every plan have our indorsement and enthu- 
siastic support if it is sound and in sane fash- 
ion encourages the people to save. If we 
want right voting there must be right think- 
ing and every agency which makes for better 
thinking makes for a greater popular sanity 
on all problems of national purport. 

So long as the credit union is concerned 
with these things nothing but good can come 
from a rapid development of the credit 
union. 


Branch Banks 
(Continued from page 445) 


branch banking, the precise situation in any 
state is one which in so far as it is affected 
by state control, is in some respects different 
from that obtaining in any other state. In 
the main, however, our experience with 
branch banking has been in recent decades 
an experience under state rather than Fed- 
eral control. That it is so still will be 
evident from the figures for June, 1924, 
when 573 of the 681 banks operating 
branches were operating under state char- 
ters and 1985 of the 2233 branches reported 
in operation were branches of state banks.” 


Joshua Evans, Jr., in New Position 


Joshua Evans, Jr., vice-president, Riggs 
National Bank, Washington, D. C., has re- 
signed that position to become executive 
vice-president of the District National Bank 
of Washington, D. C. 

Mr. Evans had been associated with the 
Riggs National Bank for twenty-eight years. 
He commenced employment there as a mes- 
senger, and during the last eighteen years 
he has been an officer of the bank. 


The Condition of Business 


Some Basic Industries Continued to Expand in December. 
Holiday Trade Good. Stock Prices Higher Despite Firmer 
Money Conditions. Gold Export Movement at New York Largest 
Since 1919. Advance in Sterling to Within 3 Per Cent of Parity. 


N November and early December rates 
of operation in many lines of business 
continued to expand, although in some 
cases the monthly totals of production 

and trade for November showed more than 
the usual seasonal declines from October, 
due largely to wider observance of special 
holidays in November, this year. Whole- 
sale commodity prices continued to advance 
and reached new high levels for the year. 
In the field of finance stock prices and 
sterling exchange advanced to new high 
points for recent years, but bond prices de- 
clined moderately, accompanying firmer 
money conditions. 

Railway car loadings of merchandise and 
other freight in November and the first half 
of December continued to exceed the weekly 
totals of last year, and the same was true 
of the volume of bank debits outside New 
York City. These indexes generally reveal 
most clearly the course of trade and gen- 
eral business activity. 


Christmas Trade Good 


ALES of leading department stores in 

New York from Dec. 1 to 24 averaged 
about 6 per cent larger than last year, partly 
because there was one more selling day in 
December this year previous to Christmas. 
The gain in sales came just before Christ- 
mas, as earlier in the month the totals were 
running behind those of last year. Custom- 
ers were reported as showing a preference 
for moderately priced and useful goods 
rather than for high priced and luxury ar- 
ticles. 

The blowing in of 23 blast furnaces dur- 
ing November raised the percentage of active 
furnaces to 50, compared with a computed 
normal of 60, and contributed to a further 
gain of 4%4 per cent in average daily iron 
production. Heavy buying of steel products 
following the election resulted in an increase 
during November in the unfilled orders of 
the Steel Corporation of 500,000 tons, or 
one and a half times the total increase of 
the preceding three months. In December 
larger calls for delivery against orders pre- 
viously placed resulted in a further increase 
in steel mill operations to about 80 per cent 
of capacity. This was the highest rate of 
operations since March and compared with 
a rate of about 40 per cent at the summer 
low point. 

Resumption of fuller operations by sev- 
eral important cotton mills during November 
was reflected in a slight increase in the daily 
rate of cotton consumption, and in Decem- 
ber further expansion in mill activity was 
reported, both in New England and the 
South. Mining of bituminous coal expanded 
throughout November to the highest average 
daily rate since the middle of February, and 
copper and cement production continued at 


high levels. On the other hand, there was 
a considerable decrease in automobile pro- 
duction, particularly of passenger cars. This 
appeared to be in line with the policy gen- 
erally advocated for the industry of adjust- 
ing output to actual sales rather than to 
arbitrary sales quotas. 


Money Slightly Firmer 


INCE mid-summer the general trend of 

money rates has been upward. During 
the early fall the usual seasonal demand for 
funds with which to finance the movement 
of the crops, coal and winter merchandise 
was an important factor underlying the 
firmer tendency, and to this was added dur- 
ing October and November the influence of 
more active business conditions and a larger 
absorption of funds by the stock market. 
In December additional contributing factors 
appeared in a loss of funds to the interior, 
holiday currency requirements, preparations 
for year-end settlements, and an outward 
movement of gold in place of the usual im- 
port balance. 

The combined effect of all of these forces 
was to raise money rates generally to points 
approximately 34 to 1 per cent above the 
summer low levels, but even so rates were 
1144 per cent or more lower than a year 
previous, as indicated in the following table: 


Commercial paper, 4-6 months 
Bills, 90 days, offer 


In the first four weeks of December 
gold exports through the Port of New 
York amounted to about $40,000,000, the 
largest export movement since June of 1919. 
Half of the total went to Germany, rep- 
resenting withdrawals of proceeds of the 
recent German $110,000,000 loan in this coun- 
try, but substantial amounts were also for- 
warded to England and later re-shipped to 
Russia. India was also a large taker of 
the yellow metal, and smaller amounts went 
to Holland and Sweden, both of whose ex- 
changes were quoted above par in the New 
York market. 

Imports of gold through New York to- 
taled only $6,000,000, almost entirely from 
France and Argentina, and there remained, 
therefore, an export balance of about $34,- 
600,000 for this period. Inasmuch as fig- 
ures for the country as a whole showed that 
in November about 8/10 of all gold imports 
and 2/3 of all gold exports passed through 
the Port of New York, it appeared almost 
certain that the complete December figures 
for the entire country would show an ex- 
port balance for the first time since the 
middle of 1920. The prospect of such an 
outward movement of gold, which might 
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be the beginning of a re-distribution of the 
metal throughout the world, appears to 
fave been at least a sentimental factor be- 
hind the hardening in money rates in De- 
cember. 

Firmer conditions in the money markets 
in December were reflected in a slight re- 
cession in bond prices, amounting in the 
case of the New York Times average of 
forty corporate issues to about 2/3 of a 
point. Taking the months of November 
and December as a whole, however, aver- 
age bond prices held close to the levels 
prevailing at the end of October, following 
the moderate rise during the summer. 

Stocks, however, continued active and 
strong in December. Trading on the New 
York Stock Exchange averaged consider- 
ably over 1,500,000 shares daily, and the 
Times average of fifty stocks, half rail and 
half industrial, advanced more than four 
points to a level higher than at any time 
in 1916. Since the end of October the ad- 
vance amounted to about eleven points, and 
since May to about twenty-two points. 


Stock Prices and Dividends 


HE gain in average stock prices during 
the early summer reflected in large part 
the use of very abundant credit supplies in 


Week of Week of 
Low, 1924 Dec. 27, 1924 Dec. 29, 1923 
3% 31%4-3% 


5 
454-5% 
4%6 


investments and securities and in loans on 
stocks and bonds, while the rise since October 
had as its basis the recovery in industry 
and trade, the improved outlook in the ag- 
ricultural sections and abroad, and the re- 
sults of the national election. 

Another factor which has helped to ad- 
vance stock prices is discussed in a recent 
bulletin of the Cleveland Trust Company. 
While the average prices of standard groups 
of securities are high, if judged in the or- 
dinary way, they are not exceptionally high 
if judged in relation to their dividends. Dur- 
ing November of 1924 the average price of 
a representative group of industrial stocks 
was 18.8 times their average annual dividend 
of $5.65, a ratio much below those reached 
in 1916 or 1919. The constant tendency in 
recent years toward higher dividends for 
industrial stocks has tended to move the 
range of prices upward, “so that it is now 
entirely normal for the low records of bear 
markets, and the high points of bull mar- 
kets, to be distinctly above the correspond- 
ing turning points of earlier years.” 


(Continued on page 468) 
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cA floor of Armstrong’s Cork Tile in the officers’ space and working 
space in the Citizens &° Southern Bank, Atlanta, Georgia. Sizxe of tile, 
O” x 6”, alternate light and medium shade with dark border. 


They Must Be Durable 
They Should Be Quiet 


ANK floors must be durable to with- 


stand the incessant traffic over them. 


But they should also be quiet, comfort- 
able floors. 

Step into a bank that is floored with 
Armstrong’s Cork Tile. Notice how quiet 
it is-—— no clatter of footsteps or scraping 
of chairs; none of that confusion of sound 
so annoyingly noticeable in hard-floored 
rooms. A floor of Armstrong’s Cork Tile 
absorbs and deadens sound instead of re- 
flecting and magnifying it. 


Now look at it carefully where the wear 
comes hardest. That so resilient a floor 
shows so little evidence of wear, even after 
years of service, is ample proof of durability 
and low cost of upkeep. Armstrong’s Cork 
Tile floors are as economical as they are 
quiet and comfortable. 


Write for a sample tile and the new 
book ‘‘Armstrong’s Cork Tile Floors,” sent 


free on request. Armstrong Cork & Insu- 
lation Company, 176 Twenty-fourth Street, 
Pittsburgh, Pa. 


Also manufacturers of Linotile Floors 


Armstrong's Cork Tile 


When writing to advertisers please mention the American Bankers Association Journal 
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Paris Office 
B “YAS 1693 Rue des Italiens 


Foreign Service to Banks 


COMPANY has exceptional facilities for 
serving customer banks engaged in inter- 
national transactions. Its three-fold foreign bank- 
ing organization—the Foreign Department in 
New York, offices in important cities, and corres- 
pondents in all parts of the world—offers varied 
facilities that are of special value to its banking 


customers. 
A new illustrated booklet just issued by us—‘‘Bank- 
ing Facilities in Europe’’—describes this Company’s 
European organization and the distinctive services 


offered to clients through the Company’s foreign 
branches. It will be sent on request. 


Guaranty ‘Trust Company 
of New York 


NEW YORK LONDON PARIS 
LIVERPOOL HAVRE 


BRUSSELS 
ANTWERP 


NOTICE TO BANK EMPLOYEES 


Want to increase your income from 
$1,000 to $3,000 a year? Write me 
today for information and full par- 
ticulars. 


ADDRESS 


JAMES R. GOODING 


119 Nassau Street Room 901 NEW YORK CITY 


Credit May Not Be Due 


O save and to make the savings secure 

against the coming of the time of need 
are primal instincts. So little effort is re- 
quired to quicken these instincts and to give 
them a place among the master impulses 
of the mind that sometimes a bank may de- 
ceive itself into the belief that it is doing 
a good job for its community merely be- 
cause the books show so many new accounts 
and so much increase in deposits. 

If practically every man, woman and child 
in the community who works and earns does 
not have a savings account, then the bank 
of that community has not done a good 
job. If practically everyone who has a sav- 
ings account does not keep that account 
alive and going and growing, the bank is 
falling short of its opportunity, and_per- 
haps of its duty! Mere gain may be de- 
ceptive. The significant thing is this: 

Have we made the most of our oppor- 
tunity? Have we done our whole duty as 
an institution to this community? 


Business 
(Continued from page 466) 


ARLY in November representative aver- 

ages of wholesale prices began to ad- 
vance and toward the end of December 
reached new high levels for the year. For 
twenty principal basic commodities, the gain 
amounted to about 7 per cent, according to 
the New York Reserve Bank’s index, while 
the general level of wholesale prices, as 
shown by Professor Fisher’s index of about 
200 commodities, was about 3 per cent 
higher. 

To a large extent these advances reflected 
higher prices for farm products. Wheat at 
$1.84 was the highest since 1921, and corn, 
wool and steers also reached new highs for 
the year. Although prices of metals and 
some other non-agricultural products also 
showed increases in December, the net effect 
of the movement was to bring agricultural 
prices into better relationship with other 
prices, and so to give a better balance to 
the whole price structure. 

During the past two years as a whole, the 
price of basic commodities has held re- 
markably steady, the New York Reserve 
Bank’s index of twenty principal commodities 
showing a variation of only about 6 or 7 
per cent above or below the average for 
the period. Since the great basic commodi- 
ties included in this index are traded in on 
the speculative markets and are, therefore, 
quick to reflect changes in monetary and 
business conditions, the comparative stability 
of their average price testifies to the re- 
straint under which the business and bank- 
ing world has held itself in the face of un- 
paralleled imports of gold. 


Sterling Continues Upward 


FTER advancing 7 cents further to $4.71 
early in December, sterling showed very 
little change until Dec. 27, when a further 
advance of 134 cents carried the pound to 
$4.7234, the highest price since March 20, 
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1919, when the “peg” which supported the 
pound throughout the war was removed and 
the rate began its rapid fall from the arti- 
ficial price of $4.75%4. 

The Dec. 27 price of $4.7234 represented 
an advance of about 40 cents since June 15. 
This rise occurred in spite of the pressure 
exerted on sterling by grain and cotton buy- 
ing requirements and the continued trans- 
fer of funds to New York for service on 
the British Government debt to the United 
States. Overbalancing factors have ap- 
peared in the return to power of the Con- 
servative party in England and the subse- 
quent recall to England of large balances 
driven out last year by the threat of a capi- 
tal levy, in further American investments 
in foreign securities, and in the transfer of 
American balances to London because of 
the higher interest rates there. 

The advance of sterling to within 14% 
cents or 3 per cent of par has reopened dis- 
cussions on both sides of the Atlantic as 
to the possibility of sterling returning to 
parity in 1925 and Great Britain resuming 
full gold payments. The question promises 
to continue of special interest throughout 
the year, as the statute giving control over 
gold exports expires in December, and a 
positive decision must be made during 1925. 

Exports of grain in November were only 
slightly below the record-breaking total of 
October and were sent out at prices 50 
per cent above last year. The heavy ship- 
ments in recent months, together with higher 
prices, raised the total value of grain ship- 
ments for the eleven months ended Novem- 
ber $97,000,000 above the corresponding pe- 
riod of 1923. Cotton exports of 1,300,000 
bales in November were the largest in quan- 
tity ever shipped in one month, and their 
total value was not far from the high 
figures reached early in 1920, when the 
staple was selling around 40 cents a pound. 
Taking all merchandise together, the No- 
vember export balance of nearly $200,000,- 
000 was $86,000,000 above any correspond- 
ing month since 1920, and the total export 
surplus for the eleven completed months 
was $633,000,000 beyond 1923. 

Heavy movement of cotton continued 
through December, and the total quantity 
of exports from Aug. 1, the beginning of 
the cotton marketing year, to Dec. 27 was 
one-third larger than in the corresponding 
period of 1923. A considerable part of 
the increase went to Great Britain, whose 
mills in many cases increased their working 
time. 


The Year’s Crops 


HE value of the principal 1924 crops 
was calculated by the Department of 
Agriculture, on the basis of December 1 and 
final crop estimates and prices at the farm, 
at about $9,480,000,000, the highest in five 
years. Increases in value over last year of 
$400,000,000 in wheat and $200,000,000 in 
oats reflected both increased production and 
higher prices. In the case of corn, the in- 
crease of $200,000,000 reflected higher prices, 
as production was smaller than last year. 
On the other hand, the cotton crop was 
worth $85,000,000 less than last year, due to 
the decline in price which accompanied the 
largely increased yield. 
The values of the principal crops in the 
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of Making BESTS Better 


IT’S long concentration on a high 
ideal that has made Best Tractors so 
successful on difficult jobs all over 
the world. Fifteen years have been 
spent in making the Best better— 
cutting down the weight, increas- 
ing the power, improving the bal- 
ance, and, in general, developing 
tractors which will do more work 
with less toil, and better work at 
less cost. 


The most convincing testimony of satisfied 
users of Best ‘‘Sixties” and “Thirties” is avail- 
ableto you on request—also complete catalog. 


INVESTIGATE—it will pay you 


C. L. BEST TRACTOR CO. 


General Offices-Factory + San Leandro, California 
Factory Branch-Warehouse + St. Louis, Missouri 


SALES OFFICES 
San Francisco New York City 
127 Montgomery Street 50 Broad Street 


Dealers throughout the United States 


BEST TRACTORS 


past three years are reported as follows in 
millions of dollars: 
1922 1923 1924 


1,162 1,572 1,487 
873 736 1,137 
479 541 739 
Potatoes eee 348 420 387 
Tobacco ......ccccccceee 289 301 256 
200 207 212 
Cottonseed ............- 174 207 196 
All other ..........2006. 1,061 1,128 1,193 

Total, chief crops...... 7,816 8,727 9,480 


During the summer and early fall, farm- 
ers marketed an unusually large part of 
their wheat and oats crops in order to take 
advantage of the high prices then prevail- 
ing. Receipts at leading interior markets 


were the largest in recent years and exports 
were greatly increased. As wheat prices 
continued to advance to December, the fig- 
ures in the table probably overstate the real 
monetary gains to the farmers. General 
liquidation of farmers’ indebtedness at banks 
and stores, and improvement in many lines 
of trade give ample evidence, however, of 
the better conditions existing in the rural 
districts. 

The improvement on the financial condi- 
dition of the farming population durifg 1924, 
together with the revival of activity in the 
textile industries, and the better outlook 
abroad which has resulted from inauguration 
of the Dawes plan have combined to give a 
favorable outlook for business in 1925. 
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Concord’s New Hotel. 


Is YOUR Town 
As Good As Concord? 


Concord, N. C., isa GOOD town! Its people 
are aggressive, keen, and wide-awake to their 
opportunities. 

Concord saw countless motor tourists step on 
the gas when they struck the town. Few 
stopped over because Concord had no modern 
hotel facilities. Which was too much for 
Concord. If all it took to make these tour- 
ists stop over was a good hotel, they’d get 
the hotel. 

And they did! Through Hockenbury direc- 
tion, in one week’s time, $382,200 in hotel 
securities was sold to meet an objective of 
but $250,000. Their new hotel will soon be 
built and completely furnished without a 
cent of indebtedness. 


If YOUR town faces a hotel problem, un- 
questionably Hockenbury Service is your 
logical answer. At any rate, ask us to place 
your name and the names of other civic 
leaders on our complimentary bankers list 
“B-1" to receive each month a copy of 
THE HOTEL FINANCIALIST, a neat little 
journal devoted to community hotel finance. 
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Northwest Comes Back 
(Continued from page 451) 


times that the grain raisers in the North- 
west have had are merely part of a drastic 
purging process—in the words of the late 
John H. Rich—‘“involving the elimination 
of the unfit, the deflation of excessive land 
values, the collapse of credits built on an 
unsound basis, the wiping out of farming 
operations on marginal lands, and changes 
in the type of production and agricultural 
methods, which are tending toward the es- 
tablishment of the business upon a sound 
basis.” 

The lean years of 1921, 1922 and 1923 
eliminated a vast number of the unfit farm- 
ers; sO a greater number of the hardy, with 
a practical knowledge of the problem before 
them, started out in 1924. The actual ex- 


tent to which the individual farmer has 
benefited from the high prices of small 
grains is a matter of conjecture. There is 
general agreement that there was a large 
speculative element in this year’s wheat 
crop. A good portion of the crop was pur- 
chased by the millers and speculators at 
prices that were materially lower than those 
prevailing at the end of the harvesting. 
But, doubtless, all factors have shared in 
the upturn of wheat prices. 

There is a certain, if indefinite, rela- 
tion that the price of wheat bears to rye, 
barley and oats. A sort of sympathetic 
relationship. When wheat went up the 
other cereals seemingly went up with the 
principal commodity. 

The value of farm lands in the North- 
west is much lower than in the Central 
West. It takes less to clear them of debt, 
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and when conditions are right it is sur- 
prising how fast the farmer can come back. 


How One Man Paid Up 


ILBERT SEMINGSON, State Ex- 
aminer of North Dakota, relates this 
incident : 


“A bank west of the Missouri River had 
charged off a note of $2,000—given by a 
borrower who had failed and had moved 
some fifty or sixty miles from the com- 
munity in which the bank was located. 
The note had been charged off more than 
four years ago and the directors and officers, 
after fruitless efforts to endeavor to ob- 
tain payment or security, had given up 
the claim as hopeless. A few weeks ago 
a man came into the bank and said to 
the assistant cashier: ‘I owe this bank a 
note and am thinking of trying to settle it 
up if I can.’ 

“He gave them his name but did not state 
how long it was since he had borrowed 
the money. The assistant cashier searched 
the bank but could find no such note. He 


. called on the president, who remembered the 


borrower and also recalled that the note 
had been charged off as worthless. After 
considerable time spent in hunting for the 
note it was found with others of a like 
nature in the junk pile in a corner of the 
vault. The note was for $2,000, and the 
banker, thinking he would ask enough, sug- 
gested to the borrower that he would-be 
willing to settle the matter if the borrower 
would pay the principal of the loan. 


“The man who owed the note replied, 
‘Well, I hadn’t exactly figured on doing 
that. I have had a pretty hard time in 
the last few years, but I got a real good 
crop this year and have managed to keep 
down expenses and, if it’s all right with you, 
I would rather pay the principal and any- 
how one year’s interest.’ 

“This is an actual occurrence, and any 
number of similar incidents are daily taking 
place in North Dakota. 

“There is another story of a farmer who 
was the owner of 480 acres of good land, 
but during the depression he got behind 
in the payment of interest on his loans for 
several years, and failure to pay taxes on 
the land brought about foreclosure. The 
owner of the mortgage received title by 
sheriff's deed last winter. Early in the 
spring the representative of the mortgage 
owner came out from the East and en- 
deavored to rent the land, but on account 
of the scarcity of feed and the over-abun- 
dance of land to be farmed, he was not 
able to find a tenant. As a last recourse he 
went to the farmer who had lost the land 
to the mortgagor and who still had working 
teams and machinery, although he was 
without feed. The representative of the 
mortgagee made an arrangement to pur- 
chase seed and feed and furnish a small 
amount of cash that was necessary to enable 
the farmer to put in the crop. 

“As result, when the crop was 
threshed this year there was more than 
enough to pay back the money advanced 
for the purchase of the seed, feed and ex- 
penses, and the mortgagee deeded the land 
to the former owner for the amount which 
he had invested in his mortgage. This in- 
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cluded taxes and expenses of foreclosure 
as well as the principal and delinquent in- 
terest of the loan. He received the amount 
in cash out of the crop. The farmer had 
enough left to pay the local banker who 
had carried him during all these years, so 
that his stock and machinery are clear and 
he has ample left for seed, feed and living 
expenses. But, of course, so unusual a 
case as this does not frequently exist.” 


The Volunteer Crop 


— is a legion of stories that sound 
even more amazing. For instance, there 
is the story of a “volunteer crop” of wheat 
that grew up of its own accord on a farm 
that was taken over by a bank because the 
owner could not meet his obligations or 
pay his taxes. The wheat that voluntarily 
sprung up, when harvested, enabled the 
former owner to pay off his loan at the 
bank, settle up his back taxes and lay a 
little aside in a savings account. 

A Minneapolis banker tells how a former 
grain raiser in northern Wisconsin quit his 
farm in the fall of 1923, came to the city 
and worked, saving enough to buy the seeds 
to plant his crop. Taking a few weeks off 
in the spring he sowed the crop and re- 
turned to the city. He did not return to 
the farm until harvesting time. The money 
he realized from the wheat that he har- 
vested enabled him to clear up all in- 
debtedness on the farm, including back 
taxes, and get a new lease on life. 

The strengthened position of the banks 
in the Northwest is evidenced by an analy- 
sis of a consolidated statement of condi- 
tion, as shown by bank calls in the fall. 

In bold relief they show that the deposits 
increased to $2,330,095,000 from $2,271,- 
159,000. Loans and discounts decreased 10 
per cent. Bank investments in security, 
together with the holdings in their secondary 
reserves, increased 14 per cent. The im- 
mediately available resources — cash in 
vaults, checks in process of collection, re- 
serves held by the Federal Reserve Banks 
and funds on deposit with correspondent 
banks—have increased by 26 per cent. 

Perhaps the most impressive change is 
the marked shrinkage in the borrowings by 
banks. They have been reduced by 55 per 
cent. The total amount borrowed from all 
sources by national and state banks in Wis- 
consin, Minnesota, North Dakota, South 
Dakota and Montana amounted in the fall 
of 1923 to $104,742,000. Within one year 
this amount had shrunk to $47,653,000. 

Later figures are expected to show an 
even more impressive strengthening because 
the figures for national banks are as of 
October 10, while the state bank returns 
reflect the condition of October 31 for 
Minnesota and Wisconsin, September 17 for 
North Dakota, June 30 for South Dakota, 
and October 10 for Montana. Much larger 
deposits will be shown. For during the six 
weeks ending December 10 the Federal Re- 
serve Bank of Minneapolis reported that 
the demand and time deposits of twenty- 
five selected city member banks in its dis- 
trict increased twenty-nine million dollars. 
There was a continuous increase in the sav- 
ings deposits from July through November. 
Even in normal times the savings fall off 
during November. 
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An Investment Service 
for Bankers 


HE distribution of high grade securities 

has become one of the important func- 
tions of the modern bank. Surveys made 
during the past two years have convinced 
us of the fact that more and more are bank- 
ers coming to appreciate the importance of 
bond departments as a regular part of their 


service. 


Ever ready to co-operate with the bank- 
ers in the proper handling of investment se- 
curities, we have organized a Bank Service 
Department where all of the banker’s in- 
vestment problems will be given expert 


attention. 


Bankers are invited to avail themselves 
of the service our bank service men are 


ready to give them. 


Write for pamphlet outlining the scope 
of our Investment Service for bankers. 


BANK SERVICE DEPARTMENT 


Hyney, Emerson & Co. 


39 South La Salle Street, Chicago 


1st Wisc. Nat’l Bank Bldg. 
MILWAUKEE 


Evidence of the ‘Comeback ” 


ERE is the “concrete evidence” of the 


Northwest’s comeback and the im- 
proved condition of the country banks, as 
described by the Minneapolis Reserve Bank, 
which observes that the year will be memor- 
able for the ‘“debt-paying qualities” of the 
crop. 

“Six city correspondent banks experienced 
an increase of nearly 100 per cent in deposits 
due to country banks between the end of 
August and the high point in November. 
During the last two weeks in November, 
there was a decline in these correspondent 
balances. This has been variously explained 
as a result of Dec. 1 requirements to make 
settlements to eastern mortgage holders, or 


118-120 Burdick Arcade 
KALAMAZOO 


a withdrawal in order to purchase invest- 
ments. Probably both are true. Member 
bank reserve deposits, excluding those of 
our selected list of city banks, increased 
$3,390,000 during the crop moving period, 
up to Dec. 10. The borrowings of country 
banks from this Federal Reserve Bank have 
been reduced more than 9 million dollars 
from Aug. 27 to Dec. 17. During this pe- 
riod, 88 per cent of the borrowings by North 
Dakota member banks were repaid. De- 
clines in borrowings by the other agricul- 
tural sections were as follows: Montana, 85 
per cent; South Dakota, 46 per cent; and 
Minnesota, outside of the Twin Cities, 57 
per cent. 

“City correspondent banks experienced an 
increase of 40 per cent in demand deposits 
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here in large quantities. 


of the United States. 


marketing of paper. 
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DETROIT 


ICHIGAN is an important Paper Manufacturing State. 
Fine enamel papers, cover stock and fibre board are made 


Twenty-five of Michigan’s paper mills produced 463,113 tons 
of paper selling at $59,663,467. in 1923. 


This Bank is an important link in the manufacture and 
For those having banking business in the 
Great Lakes Region, it offers unequalled facilities. 


FIRST NATIONAL BANK 


January, 1925 


It went to every part 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


and 11 per cent in time deposits during the 
crop moving season from Aug. 27 to Dec. 10. 
Their security holdings increased 30 per cent 
and their loans 24 per cent. These banks in- 
creased their deposits with eastern corre- 
spondent banks 58 per cent from the end of 
August to the high point in November, but 
have since withdrawn one-third of their 
eastern balances. 


Banking Funds Seeking 
Investment 
wall ete supply of banking funds seeking 
investment has caused a great increase 


in holdings of commercial paper in this ter- 
ritory. On Nov. 30, commercial paper 


reached the largest total in this district since 
May 31, 1920. The total was 24 per cent 
larger than a month ago, 73 per cent larger 
than on the same date last year, and 102 per 
cent larger than at the low point of 1924, 
reached on July 31. Investment houses have 
experienced a marked increase in business 
from northwestern banks. In August, 30 
per cent of their sales were to bankers; in 
September, 33 per cent; in October, 36 per 
cent, and in November, 33 per cent. Dur- 
ing these four months a group of 11 impor- 
tant Twin City firms sold 22 million dollars’ 
worth of investments to northwestern bank- 
ers, as compared with 10 million dollars in 
the same period in 1923.” 

The tempestuous times in the storm center 


brought about the elimination of a good 
many banks—but it has been widely admitted 
that the northwestern states had more banks 
than they actually needed. In Montana, for 
instance, there was a bank for every thou- 
sand people in 1919. Now there is a bank 
for every eighteen hundred people. 

The number of state banks and trust com- 
panies reporting in North Dakota on Nov. 
15 was 111 less than for the previous year. 
The examiner reported that, during the time 
intervening between last Sept. 17 and Nov. 
15, the total deposits in the state banks had 
increased $16,506,579, the total reserves had 
jumped $15,047,651, boosting the reserve sur- 
plus to $18,872,818. 

As evidence of the fact that people were 
paying off their debts at the banks, the state- 
ment showed that loans at a level of $92,- 
061,145 on Oct. 31, 1923, had dropped to 
$66,959,981 on the day of the last call. 


Banks Refusing Money 


66QOME of the banks are loaded with 

money,” Mr. Semingson states. “I 
call your attention to two in particular in 
opposite parts of the state. 

“One is a bank with capital and surplus 
of $25,000. Its deposits are $370,000—bor- 
rowed money, none—loans and discounts, 
$150,000—cash and due from banks, $207,- 
000—demand commercial paper, $275,000. 
The cashier of this bank told me recently 
that without any effort at all he could bring 
down his loans to $50,000 and feared that 
under any circumstances they would go be- 
low $100,000 before the middle of January. 

“The other example is a small bank with 
capital and surplus of $17,000. It has de- 
posits of $303,000—loans, $148,000; $30,000 
of this being government and state issues— 
cash and due from banks, $165,000—bor- 
rowed money, none. 

“There are a number of banks throughout 
the state that would show as good or better 
statements. In talking with bankers, I find 
they claim that deposits are being made much 
as usual in most parts of the state and in- 
stances have come to my attention where 
banks are refusing to accept any new money 
and pay interest—any rate whatever—on it. 
There is not a day passes but that I am 
called up or receive letters from bankers 
for information as to where they can get 
good commercial paper or something with 
which to get their surplus funds invested 
and have it earn something for them. 

“Of course there are still obstacles to 
overcome but, with anything like a fair crop 
for 1925, I am sure we have every reason to 
be optimistic in our hopes for future pros- 
perity.” 


Optimistic in Minnesota 


| is Minnesota, A. J. Veigel, the superin- 
tendent of banks, reports a “general feel- 
ing of optimism”—non-existent last year. 

“The condition of the state banks in Min- 
nesota, as a whole, is much better than it 
was a year ago,” Mr. Veigel asserts. “Good 
crops and good prices have helped wonder- 
fully. 

“The farmers have taken a new lease on 
life, and are paying up back taxes, back in- 
terest, and other debts. As a result, the mer- 
chants and banks are getting much more 
liquidation than they did last year. There is 
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-a general feeling of optimism, which did not 


exist a year ago. 

“The experiences of the last few years 
have made better bankers of most of us. 
There have been very few losses on loans 
made in the last three years, the losses being 
on old loans. There is still slow paper in 
many banks, such as past due mortgages, 
second mortgages, other real estate, etc., but 
considerable reduction was made on this 
paper this fall. The total bills payable are 
only about one-third as much as they were a 
year ago. Many banks have now too much 


-cash, and are buying bonds. 


“While there have been great changes and 
many improvements during the last year, 
there is still much to be done, such as clean- 
ing up the other real estate, past due mort- 
gages and second mortgages. Real estate 
prices are usually the last to come back after 
a depression. When a new movement in land 
comes, the banks will be able to clean house 
of their remaining slow and criticized assets. 

“We therefore face the future with re- 
newed hope and confidence that the banks in 
the great Northwest states have recovered 
from their difficulties and will be safer and 
‘better banks in the future.” 

The trials of the farmers have not been 
‘without benefit either, according to the North 
‘Dakota bank chief. 

“There is no question in my mind but 
what the farmer of this region has learned 
‘his lesson, and has learned it in the school of 
experience,” Mr. Semingson points out. 
“Previous to this time the average spring 
wheat farmer believed and practised the 
growing of small grains entirely. The lean 
years and the period of depression have 
taught him that he must set up a machine 
that will produce the year around—that is, 
will provide expenses and living on the farm 
independent of the money crop. To a large 
extent farmers throughout the state have 
availed themselves of the opportunity, during 
the unfavorable years, of milking cows, rais- 
ing hogs and poultry, and marketing dairy 
products, nor generally speaking, will this 
‘be given up but, on the contrary, more cows, 
‘more hogs, and more dairy and poultry prod- 
ucts will be raised and marketed from North 
Dakota farms in the coming years. 

“The farmer and his sons and his daugh- 
‘ters now know that the income that kept the 
farm homes together—that kept them alive— 
that made it possible for them to participate 
‘in the great revenue crop of 1924—was the 
income from cows, hogs, poultry and dairy 
products that, in the period during and prior 
to the war, were looked upon with scorn by 
‘the spring wheat farmer. More cream 
checks are being cashed in banks today in 
North Dakota in one week than were cashed 
"by the same banks in the same towns five 
and six years ago in six months.” 


REAL, but intangible, benefit conferred 
- by the big crop has been the restoration 
-of the farmers’ morale, according to John R. 
Mitchell, reserve agent of the Minneapolis 
Federal Reserve Bank. 

“In addition to the opportunity that has 
‘been given to the farmer in the Northwest 
to liquidate a large part of his indebtedness, 
«consisting chiefly of back interest and taxes, 
the big thing it has wrought is the heartening 
of the farmer. It has changed his mental 
condition from that of despondency to en- 
‘couragement. 
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INDUSTRIAL ACCEPTANCE 
CORPORATION 


COLLATERAL TRUST GOLD NOTES 


financing exclusively dealers of 


THE STUDEBAKER CORPORATION 
OF AMERICA 


Capital $6,750,000 


Collateral Trust Gold Notes available any 
maturity from two to twelve months, pay- 
able at National City Bank, N. Y., Trustee. 


Customary option. 


Statements, credit information and names 
of banks for investigation purposes gladly 
furnished upon request. 


Executive Offices 


100 East 42nd Street, New York 


Branch Commercial Paper Offices 


105 S. La Salle St., Chicago 


554 Market St., San Francisco 


Industrial Acceptance Corporation is the successor to the Automobile Division 
of, and is affiliated with the INDUSTRIAL FINANCE CORPORATION. 


“A year ago, the farmer, disheartened by 
selling the product of his labors at less than 
the cost of production, was in a mood bor- 
dering on abandonment of what appeared at 
the time as being a hopeless proposition. 


Cotton sold at Chicago Board of Trade for the first time. 
of the Exchange, on the right is buying the first bale. 


Now the farmer sees an encouraging future 
and has taken on new life. The permeation 
of this hopeful feeling has stimulated all 
lines of business activity in the Northwest and 
the people face the future with a stout heart.” 


Frank L. Carey, president 

Wallace C. Winter of 
Farnum, Winter & Co. is on the left, and James Simpson of Marshall Field & 
Co. in the center 
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Corporate Building Bonds 


why they are the more desirable type 
of Real Estate Bonds 


Corporate Building Bonds are the 
First Mortgage obligations of cor- 
porations rather than of individuals, 
as is general practice in the Real 
Estate Mortgage field with which the 
public is more familiar. 


Corporate Building Bonds are issued 
in the same manner as other corpo- 
ration bonds, such as railroad, pub- 
lic utility and industrial securities. 
The same established system for 
distribution to investors is employed 
as they are sold through banks and 
investment bond houses throughout 
the United States. 


Corporate Building Bonds are first 
mortgage issues. The issuing cor- 
poration has title to the land or lease- 
hold rights. The mortgage covers 
buildings in the down-town sections 
of our largest cities—properties that 
are well located and with established 
or large potential earning power— 
properties that are stabilized. 


Corporate Building Bonds enjoy mar- 
ketability, because of wide distribu- 
tion among a diversified class of in- 
vestors and because the properties 
‘are well known to the investing 
public. 


P.W. CHAPMAN & CO, INC. 


116 S. La Salle St. 42 Cedar Street 
CHICAGO NEW YORK 
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Sound Principles 
(Continued from page 426) 


election has brought into power for another 
four years a President who promises to re- 
lieve our industries and railroads from op- 
pressive restriction and regulation. 

Banking conditions are sound, money is 
easy, and it is clear that there is plenty 
of credit to meet the requirements of com- 
mercial expansion. Already we see the ef- 
fects. Our railroad returns showed, in No- 
vember, the largest car loadings of any 
month in the history of railroads in this 
country. Consumption is increasing apace. 
The outlook today is for such a period of 
prosperity as that which began after the re- 
sumption of specie payments in 1879 and that 


which began after the presidential election 
of 1896. May the period be prolonged by a 
consciousness of the dangers of radical and 
faulty legislation in state and nation and of 
the overstocking of .shelves and of over-bor- 
rowing at banks. May it be prolonged by a 
full appreciation that equitable legislation 
having to do with personal and corporate 
taxation, that elimination of unnecessary and 
uneconomical governmental control and reg- 
ulation, and that harmony and understand- 
ing between political and commercial inter- 
ests will stimulate endeavor and increase 
production and by so doing increase the na- 
tional appetite for consumption. Where these 
elements, production and consumption, are ac- 
tive and in balance, then exists true prosperity. 
—(From Dallas, Texas, Address of Dec. 8, 1924.) 
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Ralph M. Collins, President, Wyoming Bank- 


ers Association 


Mexico On Road 
(Continued from page 443) 


message stated that after covering the pay- 
ment assigned to the year 1923 the status of 
the obligations included in the readjustment 
of the debt, including interest due on June 
30 of this year, was as follows on Septem- 
ber 1: 

Pesos 


Items in the debt which were included 
in the agreement of June 16, 1922 490,470,135 


Interest on the former sum through the 


period 1913-22, inclusive ........ 196,607,875 

Interest due in 1923 and the first sem- 
ester Of 1924 34,000,240 
721,078,250 


As the government also assumed the debts 
of the National Railways and the Caja de 
Préstamos, and that of the municipality of 
the City of Mexico, as well as the debts of 
the states, the amount of the responsibilities 
under this head which the government as- 
sumed provisionally was 546,354,451 pesos. 
As the government agreed to pay the un- 
paid interest and the interest which would 
fall due up to 1927, in accordance with the 
arrangements of the National Railways, the 
Caja de Préstamos, and the municipality, 
the debt accepted on this account amounted 
to: 
Pesos 
Interest from 1913-22 ..........00.. 217,927,604 
Interest 1923 and first semester of 1924 36,328,053 


Total to that date.............+- 254,255,658 


The only other statement of importance 
that has been released since the latter one 
was published recently to the effect that the 
Mexican Congress has granted to General 
Calles extraordinary powers on financial 
matters from January 1 to December 31, 
1925, owing to lack of time to end the 
budget discussion in the Chamber of Depu- 
ties before the closing session of Decem- 
ber 31. 
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the last two years, several ru- 

mors and discussions regarding loans to 
Mexico took place without further results. 
Only one loan of importance did materialize, 
an advance of 10,000,000 pesos obtained from 
the Huasteca Petroleum Company at 6 per 
cent interest payable in twelve monthly 
payments out of petroleum taxes. Others, 
such as the financing project of the Wolvin 
Line backed by land concessions, caused much 
discussion in the American and Mexican 
press, but nothing came of it. The last is 
that of a $50,000,000 loan, secured by petro- 
leum taxes, floated by a resident of Austin, 
Texas. The optimism that the Mexican 
press endeavored to inspire by the reports of 
the proposed loan was clouded by the appar- 
ent coldness of Wall Street toward the sub- 
ject. In the beginning, press reports stated 
that 65 per cent of the loan had been sub- 
scribed, afterwards this percentage was 
lowered to 50 per cent; at present it is 
stated that $2,000,000 is ready to be turned 
over to the Mexican government. 


Passive Resistance to the 
Income Tax 


HE Mexican government is making very 

determined efforts to collect the income 
tax which was first promulgated in Febru- 
ary, 1924, but not made effective until the end 
of August. The passive resistance to this new 
law has commanded great interest lately. 
Practically all of the chambers of commerce 
throughout Mexico united in protesting the 
law. Many of them voted to declare a busi- 
ness strike and have their members close 
their doors if an attempt were made to en- 
force the law. The President’s reply was 
that if such an action were attempted, the 
government would seize the businesses so 
closed and operate them. September 6 was 
declared as the last day of grace, but a week 
later a new decree was issued providing 
for several means of enforcement, such as 
the refusal of the government to recognize 
any individual or concern that did not pay 
the income tax, and the denial of the service 
of the courts and practically all govern- 
ment institutions to those who refused to 
pay the tax. 

This meant that no individual or concern 
could obtain payment of moneys due from 
the government, not even a power of attor- 
ney could be legally recorded or a birth cer- 
tificate obtained, until the recipient of the 
public service could show that he had com- 
plied with the law. The publication of this 
decree was followed by a meeting of the 
Mexican Bar Association, and the lawyers 
were practically united in declaring that the 
decree in question was unconstitutional. The 
result was that at the end of that month the 
above decree was replaced by another which 
provided that whenever individuals or con- 
cerns appeared before a notary or other 
government official for the purpose of ob- 
taining a service he would be compelled, 
before obtaining the service, to make a writ- 
ten declaration giving all facts regarding the 
payment of his income tax. Such a decla- 
ration was to be turned over to the tax of- 
fice for examination. According to the Mexi- 
can press, in the case of the most important 
firms, the objection was not so much to the 
tax itself as it was to letting government 


and Home Budgets 


None could be more interested in household bud- 
gets than the banks whose business will be improved 


by their use. 


THE JOHN HANCOCK BUDGET AND 
ACCOUNT SHEET 


has been adapted for this purpose. We shall be glad 
to furnish you copies, if you are interested. 
Write to 


Lire INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


Over Sixty Years in Business. Now Insuring Over Two Billion Dollars in 
Policies on 3,500,000 Lives. 


inspectors gain a knowledge of their private 
business. 


More Important Business 
Houses Bank in the 
United States 


pes banking business in Mexico is pur- 
suing an even trend of what might be 
termed a subnormal business. The more im- 
portant business houses continue the custom 
of banking in the United States, buying or 
selling exchange as conditions warrant, while 
the banking business still continues chiefly a 
business of buying and selling exchange and 
making commercial collections. Commercial 
credit in Mexico for many years has been 
reduced to a condition of “cash at the 
border” or “cash against documents,” except 
to some old and responsible houses. 

No definite steps have been taken so far 
by the government to liquidate its debt to 
the former banks of issue. Government laws 
and decrees have been enacted providing for 
the issue of bonds or certificates providing 
definite periods for the payment of moneys 
of banks seized by the government during 
former periods of political unrest. Deposits 
in these banks and their notes outstanding 
still continue to be quoted at an average of 
10 per cent of face value. Not until the last 
few weeks have new statements been made 
public regarding a renewal of interest in 
the establishment of a central bank of issue 
in Mexico. In the fall of 1923 it seemed 
that the opening of this bank, to be called 
the Banco Unico, was an accomplished 
fact. 

After Mr. de la Huerta had concluded his 
negotiations with Mr. Lamont for resuming 
payments on the external debt, it was an- 
nounced that the Banco Unico would be 
established, the government to hold 5° per 


cent of the stock and the balance to be sub- . 


scribed by the bankers and the public. At 
that time it was stated that the administra- 
tion of the bank would be controlled by the 
government through the medium of a super- 
visory body and the presidency of the bank. 

Doubt had long existed in regard to the 
ability or intention of Mexico to pay its debt 
in accordance with the terms of its agree- 
ments and no step could be taken in the 
matter of the establishment of the Banco 
Unico, since that required as a solid basis 
the proof that Mexico desired and was able 
to resume its internatiorial obligations. 

Regarding commercial banking in Mexico, 
recent official reports published in the press, 
covering the first half of 1924, stated that 
total deposits at the end of that period 
amounted to 136,187,156 pesos and total hold- 
ings of cash on hand to 35,783,367 pesos. 

Mexican banks are divided into three 
groups: (a) the old banks of issue which 
formerly issued paper currency and some 
of which are allowed at present to function 
as commercial banks; (b) general commer- 
cial banks, including private banking houses 
and locally incorporated branches of foreign 
banks, and (c) mortgage banks. 

To give an idea of the situation of the 
banks comprising the first group it will be 
sufficient to say that they had a total of 
cash on hand at the end of June of 8,483,723 
pesos, of which the Banco Nacional de Mex- 
ico owned 7,210,131 pesos. Total sight de- 
posits amounted to 16,254,154 pesos, of 
which 15,113,275 were held by the Banco 
Nacional. Time deposits amounted to 13,- 
599,649 pesos. 

The second group of banks was made up 
of twenty-five institutions which had a total 
of cash on hand on the same date of 26,909,- 
699 pesos and total sight deposits of 47,- 
136,839 pesos. 

The last group of banks is almost inactive. 
There are four banks with 389,946 pesos and 
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HAT are your 

points of contact 
with your city correspon- 
dent? 


Credit information? 
Collection service? 


Occasional accommo- 
dation? 


Caring for securities? 


Profitable business 
sent you for remit- 
tance? 


In all of these we excel. 


PHILADELPHIA 
NATIONAL 


BANK 


Capital, Surplus and Profits, $16,800,000 


547,923 pesos as cash on hand and deposits 
respectively, at the close of June. The Co- 
mision Monetaria does not publish statements 
of condition. 


Condition of the Currency 


HE Comision Monetaria has been suc- 

cessful in its efforts to stop the fall in 
the price of silver coins by selling drafts 
on foreign countries for silver at rates below 
the ordinary bank rates, and by making ar- 
rangements with certain business houses to 
exchange gold for silver at rates slightly 
lower than the bank rate. By taking such 
measures the discount of silver coins from 
gold has been reduced from about 10 per 
cent to practically nothing at the present 
time. 

Metallic gold and silver have continued as 
the only circulating media of Mexico. This 
is unsatisfactory because of the lack of 
flexibility, but it has effectively added to a 
relative stability of commercial conditions. 
The Mexican silver peso of today is not the 
Mexican “duro” so extensively used in 
China, the value of which is quoted on the 
financial pages of our newspapers. The 
actual peso is a coin of comparatively recent 
issue, having something less than two-thirds 
of the metallic value of the gold peso. Be- 
sides the efforts of the Comision Monetaria, 
the only other reasons which have kept the 
value of the silver peso near to that of the 
gold peso are the curtailment of coinage 
operations by the government when the ex- 
change rate for gold is considered unfavor- 
able and the fact that taxes may be paid in 
either metal. In some districts of the coun- 
try gold has disappeared from circulation. 

The foregoing statements have been made 
in a spirit of information and are intended 
to give prospective investors a clear and un- 
biased idea of the present conditions in 
Mexico. 

The depression in business during the last 
thirteen years cannot change unless a long 
period of continued political tranquillity is 
assured, a subject which the intending inves- 
tor should investigate and from his investi- 
gations draw his own conclusions as to the 
future. 

At the beginning of Mexico’s independent 
life, Baron Von Humboldt, a man who 
understood the psychology of that country, 
wrote that Mexico appeared to him as a beg- 
gar sitting on a pile of gold crying out his 
misery. It is over a hundred years since 
Mexico has been independent. Humboldt has 
been dead a long time, but his economic con- 
ception of Mexico may still be applied in the 
present age. 


The Best Kind of Money 


O acquire money only is not worthy. 

Yet the savings of youth become the 
solace of old age. Your money at interest 
is never idle for you. Banks are incubators, 
dollars are the eggs. And dollars at inter- 
est know no union hours. 

Accumulation plus right living and indus- 
try produce credit. And good credit is the 
best kind of money. Yet to keep good credit 
—seldom use, never abuse. For credit rests 
on confidence, a jewel that cannot be reset. 
And confidence springs from honesty for 
which par is the only quotation.—Illinois 
Merchants Review. 


= 
| 
i= = 
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Norway Gives Voice 
(Continued from page 454) 


An Uphill Climb 


HILE the Norwegians regard the pas- 

sage of the new banking act as a for- 
ward step, they do not expect it to work 
miracles over night. They are mindful of 
the fact that it took thirty years after the 
end of the Napoleonic war to get the crown 
back to par. While conditions are improv- 
ing, it will take a long uphill pull to get back 
to the oldtime prosperity. The kroner dur- 
ing the wave of deflation, fell to one-half of 
its par value. The Swedish kroner did not 
depreciate nearly so much as the Norwegian 
and, inasmuch as the silver coins were of 
the same face value, there was a lively ex- 
change traffic. So vast a portion of the 
Norwegian silver coins disappeared over the 
border because the exchange operation made 
it profitable to use Norwegian silver krones 
to purchase Swedish krones that the Nor- 
wegian government had to print one and 
two krone notes to serve as fractional cur- 
rency. These were dubbed “Bolsheviks.” 
To halt the outflow of silver coins, holes 
were bored in the silver coins, so the visitor 
to Norway today is forcibly reminded of the 
Chinese coins, with their chief characteristic 
imitated. 

The banking act contained another impor- 
tant provision. While it extended the gov- 
ernment bank administration for another 
year, it stipulated that these banks might be 
liquidated under certain conditions. Thus 
Norway has taken a long step in a house 
cleaning movement and is providing for a 
better ordered future. 


Equitable Trust Company’s 
Pension Plan 


HE Equitable Trust Company of New 

York, which has heretofore had a gen- 
eral policy for pensioning its employees, has, 
through its president, Arthur W. Loasby, 
announced a new and more effective plan 
for promoting the welfare of its employees. 

The plan provides that employees deposit 
with the company a percentage of their sal- 
aries based on age at entrance of service. 
On this money the Equitable will pay 4 per 
cent compounded annually and will add to 
the total of each employee at retirement 
a sum equal to employee’s total contribu- 
tions with interest. Each employee will then 
receive an annuity purchasable with the total 
amount thus obtained. The company will 
also contribute an amount estimated to be 
required to meet disability and death bene- 
fits under the provisions of this plan. The 
company estimates that the pension plan will 
produce approximately 1% per cent of the 
average salary of an employee during his 
or her last ten years of service multiplied 
by the total number of years of the em- 
ployee’s service. 


V. Gilpin Robinson, formerly president of the 
Media Title and Trust Company, Media, Pa., has 
been elected president of the 69th Street Terminal 
Title and Trust Company, Philadelphia. Charles 
L. Roach, vice-president of the bank, and John C. 
Marsh were elected directors, Mr. Robinson has 
been a member of the Bar for fifty-two years and 
was active in the passage of the Banking Code in 
Pennsylvania. 


OR three generations the National Shawmut Bank 

has been a constructive force in the financial, com- 
mercial and industrial growth of New England. It is 
also one of the largest financial institutions in the East. 
Connections with institutions of the highest standing 
in all large cities of this country and abroad. 


THE NATIONAL 


SHAWMUT BANK 


40 Water Street, Boston 


ITH full faith in the integrity and ethics of the 

members of the banking fraternity, who with 

great credit have come through the trying period 
of deflation, and with confidence in their ability to serve 
this great country during the coming years, we extend 
to each one of them our sincere good wishes for 1925. 


MARINE TRUST COMPANY 


of BUFFALO 


Resources over One Hundred Sixty Millions of Dollars 


ELLIOTT C. McDOUGAL 


President 


NEMO IN PATRIA SUA PROPHETA EST 
NADIE ES ALCALDE EN SU PUEBLO 


So run the old Latin and Spanish sayings meaning that our abilities 
are never fully recognized in our own country. Like all proverbs 
there is one general exception which proves the accepted rule, and 
that is the Banking Business, where intimate knowledge of the people 
and country is a prerequisite to success. 


The secret of our successful handling of collections is the fact that 
we know drawees intimately and are therefore in a unique position 
to safeguard your interests. 


BANCO DE PONCE 


PONCE, PORTO RICO 
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Caldwell & Co. 


INVESTMENT BANKERS 


Southern Municipal, Corporation and 
First Mortgage Bonds 


1201 Union Street 
Nashville Tennessee 
New York 


Cincinnati 
Knoxville 


Chicago 
St. Louis 
Detroit 


Chattanooga 
New Orleans 
Birmingham 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 


Private wires to New York and Chicago 


A leading authority on all forms 
of investments throughout the South 


eAnnouncing 


MOODY’S 


for 1925 


HE new editions of these 

four standard annuals are 
now in active preparation and 
will be published in the usual 
sequence: Governments and 
Municipals, Industrials, Pub- 
lic Utilities, Railroads. 


A new and complete supple- 
mentary service is, for the first 
time, included in the price of 
the books. Orders should be 
entered now to ensure prompt 
delivery. 


$100 the Set, or 


$25 a volume 


MOODY’S 


Investors Service 
JOHN MOODY, President 
35 Nassau Street, New York 


CHICAGO BOSTON 
PHILADELPHIA LOS ANGELES 


consigned. 


Gives Farmers 
(Continued from page 450) 


Agriculture when a _ shipment of lambs 
is started, stating by whom shipment is 
made, character of shipment, and to whom 
A market representative from 
the Department’s New York office locates 
the shipment when it reaches Jersey City, 
notes the grades of the animals, finds out the 
prices they bring and secures from the 
slaughterer a copy of the “killing sheet” or 
carcass yield, which gives live weight, dressed 
weight, etc. These slaughter sheets and 
other information showing relative value of 
various grades of lambs are sent to the ex- 
tension workers who take them direct to the 
producers so that they can see just what 
kind of finished carcasses their lambs are 
making and can see the market’s actual ap- 
praisal of lambs of different quality. 

At times, demonstration shipments of high 
class lambs have been sent to market. In 
one such shipment two carloads of lambs 
from West Virginia that had received con- 
siderable care and attention, topped the mar- 
ket at $16.25 per 100 pounds—$1 above the 
next highest price paid that day. One load 
of 189 lambs averaged 65 pounds in weight. 
These lambs would have brought at least 50 
cents per 100 pounds less had they not been 
docked and castrated, according to a market 
specialist who witnessed the sale. The com- 
mission firm making the sale stated that 
“$16.25 was the highest price secured for 
lambs at Jersey City in a long while, but the 
lambs were very fancy; all were trimmed 
and castrated and they were very desirable 
from the standpoint of the butchers. The 
price was anywhere from 50 cents to $1 
higher than we would have been able to 
secure for the same weight of mixed-bucks 
and ewes and shows the advantage from the 
producer’s standpoint of trimming lambs in 
the country.” 

As the work has developed it has been 
possible to hold out every encouragement to 
the farmers to believe that a superior prod- 
uct will bring a superior price, which had 
not always been true under previous condi- 
tions. Competition is keen when a shipment 
of choice ewe and wether lambs arrives and 
it is possible for a locality or a region to 
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build up a reputation for such shipments, 
as has been shown in Kentucky. 

By utilizing personnel and facilities al- 
ready at hand, the Department of Agri- 
culture has been able to conduct its part of 
this work with very little cash outlay, yet 
the results have been distinctly encouraging. 
It was expected from the first that it would 
take two or three years to secure material 
improvement in the Jersey City situation, 
yet even in the second year of the work 
gratifying improvement was discernible. By 
the third season, 1924, results began to be 
felt on the farms. One farmer said he was 
convinced that he received from $1 to $1.50 
more for his lambs than he would have had 
he followed his practice of previous years. 
“The Virginia people are highly pleased over 
the results obtained in their lamb improve- 
ment campaign last year,” wrote one of the 
men in charge of the work. “They are 
planning to double their efforts this coming 
year and this should help the eastern lamb 
situation materially.” 

The preliminary field work for this year’s 
campaign is now going on actively and the 
market end of the work will be active during 
the shipping season of the late spring and 
early summer. Expressions from the sheep 
producers indicate that a large part of this 
year’s lamb crop will be standardized and 
the number of bucky lambs greatly reduced. 
Expressions from the trade indicate that in 
the future lambs are to be sorted and sold 
according to their respective merits. 

It is believed by the Department that the 
improvement during these years is cumula- 
tive, and that indications point toward a 
fairly stabilized eastern lamb market as pro- 
ducers generally become fully acquainted 
with the demands of the market in regard to 
numbers and quality, the necessity for meet- 
ing this demand if profit is to be realized, 
and as the buyers continue to make it evi- 
dent that they will pay premiums for high 
quality lambs offered in convenient quanti- 
ties. In his address before the recent In- 
ternational Livestock Exposition, the Presi- 
dent of the United States stated: “The ideal 
adjustment would contemplate well-directed 
campaigns for wiser production, for more 
efficient marketing and for more intelligent 
utilization of meat products.” 


Safe Deposit Business for Banks 


HE safe deposit business is a matter of 

more importance than might appear on 
the surface. Under the general theory that 
a national bank can not do anything for 
which it does not have specific authority of 
law, this right to operate safe deposit busi- 
ness should be expressly granted. 

In addition to permitting the banks to en- 
gage directly in the safe deposit business, 
they should be authorized to own stock in 
safe deposit companies. This affords an 
easier method of financing the safe deposit 
equipment and it further has the advantage 
over direct ownership of limiting the possi- 
ble loss to the bank in case of suits of 
various kinds. Where they operate a safe- 
deposit business directly, of course, all of the 
assets of the bank are subject to claims for 


mishandling of the safe deposit business. On 
the other hand, where stock is owned the 
value of the stock is the limit of the liability. 

The Federal Reserve Act should be fur- 
ther amended to enable a national bank to 
buy and sell investment securities, such a; 
bonds, notes, debentures, and the like. This 
would not include the power to buy and sell 
stocks, since these do not evidence indebted- 
ness. This provision would make very little 
change in existing practice, since a great 
number of national banks now buy and sell 
investment securities, and the office of the 
comptroller has raised no objection because 
this has become a recognized service which 
a bank must render.—Comptroller of the 
Currency in his Annual Report. 
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The Relation of Loans, Reserves 
and Deposits 
By J. ANDERSON FITZGERALD 


Ohio State University 


F a bank has $100,000 of excess re- 
serves, how much can it lend? If a 
customer makes a deposit of $10,000, 
how much can the bank increase its loans? 
If a banker wishes to lend $100,000, how 
much will he need to borrow from the Fed- 
eral Reserve Bank to enable him to do it? 
Put these questions to somebody and see 
what answers you. get. If you are sur- 
prised, consult some of the popular text- 
books on economics and banking. Here are 
two quotations from well-known writers: 
“One of the pieces of financial naivete in which 
the American public still indulges is the notion 


that bank loans arise out of and are made possible 
by increased deposits.” 


And another author says: 


“Suppose in time of crisis the X Bank of Chi- 
cago has a demand from its customers for addi- 
tional loans. While its reserve is down to the 
minimum, it may make the additional loans by 
first taking, say, $100,000 of its customers’ notes 
to the Federal Reserve Bank of Chicago for redis- 
count. The result of this is to lessen the loans 
of the X Bank of Chicago by $100,000 and to 
increase its cash reserve—in the form of a deposit 
account in the Federal Reserve Bank—by $100,000, 
less, of course, the amount of the interest deducted 
by the Federal Reserve Bank. On the basis of this 
new reserve the X Bank can now make additional 
loans to the extent of over $700,000 and create new 
deposit accounts to a like amount.” 


Could Not Understand 


ECENTLY a Western banker reviewed 

a textbook on banking. One of the 
sentences he quoted declared that for every 
$1,000 of reserves a bank could build a loan 
structure of $10,000. This banker asserted 
that he could not understand it; that, while 
the authorities supported the statement of 
the author, he himself in his bank could not 
do it. As a matter of fact, economic au- 
thority is not all on the side of the writers 
quoted above. Dean Chester A. Phillips has 
shown that nearly all of the loans made by 
a bank and credited as deposits result in a 
drain of cash slightly less than the amount 
of the credit; Dewey and Shugrue follow 
Phillips, and Benjamin M. Anderson, Jr. 
has the following to say concerning the doc- 
trine that a bank can lend several times its 
cash: 

“The banker knows that this theory is absurd. 
He knows that he can only lend what he has. If 
new cash is deposited with him, or if through redis- 
counting he obtains new cash in the form of de- 
posit credits with the Federal Reserve Bank, he 
can lend that. If he lends more than that he will 
find checks coming in against him at the clearing 
house which it will embarrass him to meet, or 
checks presented at the counter, calling for actual 
cash. For a given bank at a given time loans can 
expand, not in any multiple ratio with increasing 


resefves, but merely dollar for dollar with increas- 
ing reserves.” 


ANY who recognize that the mass of 

facts assembled by Phillips cannot be 
questioned still adhere to the statements that 
banks can lend several times their cash and 
that deposits are chiefly credits"from loans, 
and assert their truth for the banking system 
as a whole, though they may not be true 


for particular banks. There must be a 
gap in a doctrine that is true for the whole 
and false for individual units. In this case 
the difficulty is this: Emphasis has been 
placed on what has happened and what is 
true of a bank statement at a given time, 
rather than on a study of the process by 
which loans and deposits are expanded by 
the individual banks which constitute the 
whole. If the latter method of arriving at 
banking theory be followed, statements of 


doctrine that are misleading as to what banks’ 


may do will be avoided. Let us do this in 
observing the relation of loans to deposits. 

Loans are wanted to enable the borrower 
to make payments. The bank cannot make 
loans in excess of its free cash, unless it 
can get and keep new deposits. The prob- 
lem of the bank is to offer such service and 
command such confidence that it will get and 
retain its share of the new deposits stimu- 
lated by the activity of itself and other 
banks. A bank in a reserve city with free 
reserves of $10,000 makes a loan of that 
amount to a merchant, who checks it out 
to pay bills due in another city. There is 
a complete drain of the excess reserves. A 
dollar of cash enabled a dollar of loans. If 
borrowers did not want to use their loans, 
the bank could lend $100,000. That would 
be too good to be true. If, however, when 
the bank lends the $10,000 which is available 
for loans, it can win $10,000 in new deposits 
from present or new customers, it is in a 
position to make further loans of $9000. 
If the loans of this and other banks stimu- 
late business, and further new deposits re- 
sult, the bank is enabled to lend $9 out of 
every $10 that remains on deposit. What 
is the explanation of this process? Is the 
bank lending $10 for every $1 of cash? 
No. It is lending $9 for every $10 that it 
gets and keeps on deposit. 


New Gold 


UPPOSE new gold comes into the coun- 

try. The bank that has it can lend it. 
If, after it is loaned, new deposits result, 
further loans can be made. It might easily 
happen that the bank which first had the 
gold and began to lend, did not realize a 
gain in net deposits, but lost them to ‘other 
banks. 

How then can we state the theory so it 
will be true of particular banks as well 
as of the banking system as a whole and 
not mislead people into thinking that banks 
can create credit out of thin air? 

Loans lower the ratio of reserves to de- 
posits. Loans may decrease the cash of 
the lending bank to the amount of the loans. 
The result of loans may be the cancellation 
of other loans or an increase in the deposits 
of the lending bank or of other banks. If 
net deposits rise, the difference between the 
increase and the additional reserve required 
may be loaned. As loans and deposits ex- 
pand, this loanable difference may grow 
less and less, causing “tight money.” 
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Plate Glass Signs 
of Chipped Gold 
or Chipped Silver 


“R & E” Chipped Gold or Silver, 
heavy Plate Glass signs are unequaled 
in elegance, character, and legibility. 
They do not tarnish, and require no 
polishing—an occasional wiping off 
with a damp cloth keeps them clean 
and brilliant. The lettering is under 
the glass, so never wears off. Various 
effects are secured by different methods 
of chipping and enameling—all done 
by hand, by expert workmen, insuring 
individuality. 

When writing for prices, state 
whether signs are to be placed in- 
side or outside, size, and lettering 
wanted. Prices, sketches, and sam- 
ples submitted without obligating 
you. Our catalog ‘“‘BANK SIGNS” 
will be found full of interesting 


facts and illustrations. 
(3023) 


RAWSON @ EVANS CO. 
Specialists in Bank Signa Since 1892 
704-708 W. Washington St., 

CHICAGO 


Your bank deserves 
fixtures and cabinet 
work done in the spirit 
of fine furniture. That 
is the work we do. 


Construction 
Finishing 
Installation 


In wood, marble, 
glass and metal. 


Inquiries Invited. 


Bank and Store 
Fixture Division 


MAAS-NEIMEYER 


LUMBER COMPANY 
Indianapolis, U.S. A. 


|NATIONAL BANK 
| 
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Forgery-Proof Sentinel 
The First and Only Forgery Prevention 


Fast displacing all other forms of check protection. 


A me- 


chanical countersignature machine and check writer combined. 
Correspondent banks are notified to honor only drafts bearing 
this validating mechanical _——- for example:— 


od 


Equipped with ie and _ preventing unauthorized use. 


Writes in both words and figures. 


Replaceable type characters 


provide everlasting and uninterrupted service. 


WE REQUIRE THE SERVICES OF A SUCCESSFUL CHECK WRITER 
SALESMAN, QUALIFIED TO ACT AS FIELD MANAGER. 


HALL-WELTER COMPANY, 


Inc. 


ROCHESTER, N. Y. 


World’s Trade 


(Continued from page 455) 


ports. Italy and Japan were making better 
progress. 


Thirteen Billionaire Traders 


HE world has thirteen countries whose 
international trade runs over the billion 
dollar mark. 

Great Britain clings to her title as the 
mistress of the globe’s commerce, but the 
United States has cut down the distance be- 
tween first and second place. However, the 
figures reveal that four countries have had a 
greater percentage of increase from 1913 to 
1923 for Japan, Cuba, New Zealand and 
China top the United States’ increase of 86 
per cent. 

Here are the imports and exports for 1923 
of the thirteen “billion-dollar traders,” in 
round millions of dollars: 

Imports Exports 


United Kingdom ................ 5,023 3,646 
Uvited States 3,792 4,167 
1,445 1,444 
British Ind'a 706 1,062 
Netherlands 785 509 
682 606 
Australia G23 506 


The balance of trade is generally held to 
be the ideal condition making for a large and 
healthy commerce between nations. The 
statistics for 1923 show that 25 nations sold 
more than they bought, while 30 countries 
imported more than they sent oyt to the 
foreign market. Europe had a heavy un- 
favorable trade balance in excess of two 
billion dollars. America was on the long 
side by a half billion while Latin-America 
piled up a favorable balance of 293 mil- 
lions. - Asia, due to India’s heavy exports, 
was on the favorable side by 133 millions, 
but Oceania was short 108 millions and 
Africa 80 millions. 


Bank of Italy 
(Continued from page 452) 


to the trustee under the extra compensation 
provision. 


Special Compensation 


bank will pay to the trustee semi- 
annually, on or about Jan. 1 and July 
1 of each year, beginning July 1, 1925, as 
special compensation to employees, upon the 
terms herein provided, a sum equal to 40 
per cent of the current net receipts of the 
Bank of Italy and Stockholders Auxiliary 
Corporation (estimated separately) for the 
semi-annual period then ended, less the sums 
provided for employees’ benefits. 

“The current net receipts for the purpose 
of this plan shall be determined as follows: 

“From the receipts for the semi-annual period 
then ended, there shall be deducted: 

“1. All operating expenses, interest, taxes, com- 
missions, and charges of every kind and character 
during said period. 

‘2. Deductions for reserve or contingent funds, 
or ‘for any other purpose which the Board of 
Directors or Executive Committee may direct. 

“3. The regular or special dividends declared or 
paid during said period. 

“4, Any profits realized during said period upon 
any assets owned on December 31, 1924, which 
at said date were not carried upon the books, or 
which were carried unon the books at substantially 
less than their actual value. 

“There shall be charged to this 40 per 
cent of said current net receipts all sums 
paid or set aside during said period for 
employees’ benefits now or hereafter in op- 
eration either under this plan (excepting 
fixed and special compensation), or other- 
wise. 

“The balance shall be paid to the trustee, 
and shall be pro-rated to the credit of the 
respective employees in proportion to the 
respective sums paid to the trustee for the 
credit of said employees under the provi- 
sions of the extra compensation and savings 
provision during said period. 

“The decision of the board of directors in 
the fixing and computation of the amount 
of special compensation shall be final and 
conclusive. 
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Application of Funds by Trustee 


a! . wo sums paid to the trustee shall be 
credited upon the books of the trustee 
to the respective employees and shall be 
applied by the trustee semi-annually (fol- 
lowing the receipt of the payment of ex- 
tra and special compensation) solely in the 
acquisition of capital stock of the Bank 
of Italy (together with such beneficial in- 
terest in the stock of Stockholders Auxiliary 
Corporation as shall be appurtenant there- 
to) at a price which shall be fixed semi- 
annually by the board of directors and the 
trustee, said price to be substantially the 
market price. In the event of a disagree- 
ment the price shall be fixed by a major- 
ity of a board consisting of a representa- 
tive of the board of directors, a representa- 
tive of the trustee and a third person, selected 
by the two. 

“Any excess over the sum required for the 
purchase of the nearest number of full shares 
shall be held by the trustee until the re- 
ceipt of the succeeding semi-annual payment 
of special compensation, and the trustee shall 
credit interest thereon at the rate of 4 per 
cent per annum. Upon receipt of the next 
semi-annual payment of extra and special 
compensation, the said excess with other 
sums paid to the trustee during said period 
for the credit of the employee, shall be ap- 
plied in the acquisition of stock. 


“The dividends (except stock dividends) 
accruing upon stock purchased by the trustee 
shall be paid by the trustee to the respec- 
tive employees in accordance with their re- 
spective interests therein. Stock dividends 
shall be held by the trustee and carried 
to the account of the respective employees. 


“In the event stockholders of the bank 
are given the right to subscribe to addi- 
tional shares of its capital stock, the em- 
ployee shall have the right to purchase 
said shares in proportion to the number 
of shares then held by the trustee to his 
account (not including shares represented 
by trust certificates) by delivering to the 
trustee, twenty days prior to the termination 
of said right to subscribe, a sum sufficient to 
purchase said shares, and said shares so 
purchased shall be delivered to said em- 
ployee. Upon failure of an employee to 
exercise said right to subscribe, the trustee 
shall have the right in its individual capacity 
to subscribe for and purchase said shares, 
and upon said purchase the said shares shall 
be the individual separate property of the 
trustee. 

“The employees shall not be entitled to 
receive any of the sums paid to the trustee 
except upon the terms provided in this plan, 
but the same, and the stock purchased there- 
by, shall be carried upon the books of the 
trustee to the account of the respective em- 
ployees, subject only to application and dis- 
posal as herein provided for. 

“The full and complete voting power on 


all stock acquired and held by the trustee 
under this plan shall be vested in the trustee. 


Delivery of Certificates 


AF TER Jan. 1, 1925, upon the termina- 
tion* of ten calendar years of em- 
ployment, the stock which has been acquired 
by the trustee for the account of an em- 
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The Atlanta and Lowry National Bank 


ATLANTA, GEORGIA 


The Oldest National Bank in the Cotton States, Founded in 1865 
And Its Affiliated Institution 


THE TRUST COMPANY OF GEORGIA 


The Oldest Trust Company in the State, Founded in 1891 
Combined Capital, Surplus and Undivided Profits, $11,000.000.00 


Offer every modern facility for the prompt and efficient transaction of all forms of 


Commercial Banking and Trust Business 


ROBERT F. MADDOX, Chairman of the Board 


ployee under the provisions of this plan 
shall forthwith be held by the trustee under 
a trust, the provisions of which are found 
in that certain agreement of trust, dated as 
of Oct. 14, 1924, between the bank, the 
trustee and employees of the bank, which 
agreement is incorporated in this plan and 
is a part hereof. A duplicate original of 
said agreement is on file in the office of 
the trustee and is open to inspection at any 
time. The trustee shall forthwith deliver to 
the employee a trust certificate evidencing his 
ownership in said shares of stock, subject 


to the provisions of said agreement. Said’ 


agreement provides that the voting power 
of said stock is vested in the trustee under 
said agreement, and that at the termination 
of ten years after the issuance of the trust 
certificate the trust as to the shares rep- 
resented thereby shall terminate, and the 
shares shall be delivered to the holder of 
said trust certificate. The certificates held 
or delivered under the trust shall not be 
sold or transferred without ten days’ prior 
written notice thereof being given to the 
trustee, during which period the trustee shall 
have the option of purchasing said certifi- 
cates and the shares represented thereby, at 
the average price per share at which the 
trustee has acquired shares under the pro- 
visions of the plan during the preceding 
semi-annual period. 

“Employees who have been on Jan. 1, 
1925, for ten calendar years or more in 
the employ of the bank, or who thereafter 
attain such length of service, shall be en- 
titled (after Jan. 1, 1925, or after attaining 
such length of service, as the case may be), 
on the termination of each semi-annual pe- 
riod, to the trust certificate herein provided 
for, for the stock which has been pur- 
chased for the account of said employee 
under the provisions hereof; and the date 
upon which the trust as to such certificate 
shall terminate shall be twenty years from 
the first of the calendar year following the 
date upon which such employee entered the 
employ of the bank, as determined under 
the savings provision. 

“Employees who have been on Jan. 1, 
1925, for twenty calendar years or more in 
the employ of the bank, or who thereafter 
attain such length of service, shall be en- 
titled (after Jan. 1, 1925, or after attaining 
such length of service, as the case may be), 
on the termination of each semi-annual pe- 
riod, to a certificate of stock covering the 
shares which have been purchased during 


said period for the account of said employee 
under the provisions hereof, free and clear 
of any trust. 


“The rights of the employee under the 
plan shall terminate as follows: Discharge 
for cause; discharge without cause, employee 
coming under pension plan, death; resigna- 
tion. 


General Provisions 


oo employees of the Bank of Italy 
and Stockholders Auxiliary Corpora- 
tion, and of such other corporations, asso- 
ciations, firms and businesses as the boards 
of directors of these corporations shall de- 
termine to be associated institutions (which 
are herein collectively referred to as the 
‘bank’), who remain in the employ there- 
of for at least a full calendar year are en- 
titled to the benefits of this plan, with the 
exception of: Employees excepted by reso- 
lution of the executive committee; part time 
employees; employees eligible to or receiv- 
ing pension benefits; A. P. Giannini, the 
author of the plan, and for that reason, at 
his request, excluded from participation in 
its benefits. 

“Employment for the purpose of this plan 
shall be computed from the first day of the 
first month of continuous employment, if 
such date is prior to the fifth day of the 
month, otherwise it shall date from the first 
of the calendar month next succeeding. 

“Absence on military service in the World 
War shall not be deemed an interruption in 
employment. 

“The term ‘employee’ shall include the offi- 
cers of the bank. 


Not Assignable 


66 HE interest of the employee under 

this plan shall not be grantable, trans- 
ferable, or otherwise assignable by the vol- 
untary or involuntary act of the employee, 
or by operation of law, nor be liable or taken 
for any debt, liability or ‘ontract of any 
employee, except as herein otherwise pro- 
vided. 

“This plan may be modified, amended or 
terminated at any time by resolution of- the 
board of directors, which shall also have 
power to interpret and apply the provisions 
hereof and supply any deficiencies therein. 


“The trustee shall not be responsible for 
anything save its gross negligence or wil- 


THOMAS K. GLENN, President 


WE BUY FOR SPOT CASH 
| Surplus and Odd Lots of 
Chemicals 


Oils, Dyes, intermediates, solvents, 


gums, glues, waxes, and any item of a 
chemical nature. 


REPUBLIC CHEMICAL CORP. 


303 Pearl Street 


New York, N. Y. 


ful neglect. It shall not be under any duty 
to segregate or keep separate the moneys 
or properties held hereunder, and its in- 
vestment of said moneys and properties shall 
not be limited to those ordinarily approved 
for trust investment, nor shall it pay any 
interest upon the same, save as herein spe- 
cifically provided. Up until such time as a 
trust certificate for the shares is delivered 
under the provisions of section V of the 
plan, the trustee shall be the absolute owner 
of all shares of stock acquired by it under 
the plan, with all the rights incident to ab- 
solute ownership; and up to the delivery of 
said trust certificate the right and interest 
of the employee shall be that of a party to 
a contract only, which, when fully performed 
and completed, and not before, will entitle 
said employee to the payment or delivery 
herein provided for. It is contemplated 
that the trustee will use under this plan 
shares of stock in its possession at the time 
of the adoption of this plan, and also shares 
which it may acquire in the future before 
funds are in its hands available for the 
purchase of additional stock under this plan. 
In every such case the trustee shall be en- 
titled to use the said shares under this 
plan and shall thereupon be credited in its 
individual capacity with the value of said 
shares so used, as said value is fixed in 
accordance with the provisions of this plan. 

“In the absolute discretion of the trustee, 
a loan or loans may be made to an em- 
ployee in cases of necessity, to be secured 
by the interest of the employee under this 
plan, but so long as such employee is in- 
debted to the trustee he shall not be entitled 
to any special compensation, except to the 
extent that his optional deduction from sal- 
ary and extra compensation for the then 
current period shall exceed the amount of 
any loan made by the trustee.” 

Prior to adopting the extra compensation 
plan, the bank had put into effect a pension 
system and group insurance. These are to 
be continued, it is announced. 
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BANK EMPLOYEES WANTED 


To sell the Safe Guard Check Writer to Depositors 


during their spare time. 


We have an interesting 


proposition whereby you can increase your earn- 


ings considerably. 


Write for particulurs today to 


THE SAFE GUARD CHECK WRITER CO. 


5 Beekman Street 


BURGLAR ALARM 
meCOVER the COUNTRYME 


O-B-MSCLINTOCK COMPANY 


MINNEAPOLIS, - - MINA. 


More Wheat in 1925? 


oi the five years preceding the war, the 
acreage in wheat harvested ranged 
from 44,262,000 in 1909 to 50,184,000 in 1913, 
the average being 47,097,000 acres and the 
average yield 690,108,000. bushels, or 14.7 
bushels to the acre,” says the National City 
Bank letter. “In the seven years from 1914 
to 1920 inclusive, the acreage rose to 75,694,- 
000 in 1919 and dropped back to 61,143,000 
in 1920. The average yield per acre in this 
period was 14.5 -bushels, and the average 
farm price per bushel was $1.569. The high- 
est average farm price per bushel was real- 
ized in 1919, when it was $2.149 and the 


$ 


EN 


The Imperial Bank of India at Madras, the scene of the recent fiscal parley in South India. 
financial conference of the managing governors of all branches of the Imperial Bank of India, with the members of the bank’s 
board of directors in Madras. Standing, left to right, D. S. MacClure, T. M. Ross of Madras, N. M. Murray, managing governor; 
W. Lamb, Madras. Seated, left to right, Sir S. R. M. M. C. Annamalai Chattiar, Kr., Madras; Sir Norcot Warren, managing 
governor; Sir James Simpson, Kt., Madras; Sir Manackji Dadabhoy, Kt., C. I. E., Nagpur; Sir Willoughby Carey, Kt., Calcutta 
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lowest in 1915, when it was 91.9 cents. Since 
1921 acreage harvested, average yield per 
acre, aggregate production and average farm 
price have been as follows: 


Yield 

Acres per acre 
1921...... 63,696,000 12.8 
1922...... 62,317,000 13.9 
1923 59,659,000 13.5 
54,209,000 16.1 


Farm 
Production Price 
814,905,000 $0.926 
867,598,000 1.007 
785,741,000 -923 


872,673,000 1.302 


“What is the lesson to be drawn from 
this sudden reversal of the wheat situation 
from one where the buyers dominated it 
to one where buyers have been keenly com- 
peting for supplies? The people who had 
pet remedies for the situation last June are 
giving warnings to the effect that the pres- 
ent is a temporary situation, that shortages 
abroad may not occur again and hence there 
is just as much urgency as ever about pro- 
viding a remedy against a repetition of last 
year’s conditions. 

“Looking over the record of recent years, 
however, there seem to be some reasons for 
thinking that the world is not likely to grow 
excessive quantities of wheat, and that even 
another crop as large as that of 1923 might 
not have so depressing an effect upon the 
price as that crop had. In the first place it 


was an unusually favorable year for yield 
the world over. The performance of Can- 
ada especially was unusual. The acreage 
and production of Canada in the last five 
years, together with the average of the five 
years 1909-13, are given below: 


Yield 
Production per acre 
197,119,000 19.8 
263,189,300 14.4 
300,858,000 12.9 
399,786,000 17.8 
474,199,000 20.9 
271,622,000 12.1 


Acres 
Average 1909-13 9,945,000 
1920 - 18,232,374 
1921 23,261,000 
1922 22,.423.000 
1923 22,673,000 
1924 22,505,000 


“Tt will be seen that the acreage has shown 
no increase in the last four years, and that 
the yield per acre last year was phenomenal. 
Of course, this year’s price may increase the 
Canadian acreage, for it must be considered 
that Canada has a world of vacant wheat 
land. This is something wheat-growers 
everywhere must bear in mind. On the other 
hand, last year’s yield per acre will be only 
occasionally repeated. The chances are 
against Canada’s going back immediately to 
a production above 400,000,000 bushels. Ar- 
gentina’s production in 1923 was the great- 
est on record, and Europe outside of Russia 
was at the top notch, and with these favor- 
able conditions everywhere the world’s stocks 
were not excessive in July 1, 1924. 


“It is true that there proved to be wheat 
enough in 1923 to last through to the new 
crop year, but there was little to spare—not 
a safe margin for the world to work on, 
as subsequent events have demonstrated. It 
is not sound economy or good marketing to 
have such price fluctuations as have oc- 
curred in the last seven months upon a re- 
duction of only 12 per cent in the yield. 
There should be larger reserves to protect 
the world’s needs.” 


The more closely the Protective Section 
of the AMERICAN BANKERS ASSOCIATION 
JoURNAL is read each month by tellers the 
less liable they are to exchange funds for 
worthless paper. 


The group shows those attending the 
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